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ECONOMIC  REPORT 
OF  THE  PRESIDENT 


ECONOMIC  REPORT  OF  THE  PRESIDENT 

To  the  Congress  of  the  United  States: 

Two  years  ago  I  took  office  determined  to  improve  the  lives  of  av¬ 
erage  American  families.  I  proposed,  and  the  Congress  enacted,  a 
new  economic  strategy  to  restore  the  American  dream.  Two  years 
later,  that  strategy  has  begun  to  pay  off. 

Together  we  have  created  an  environment  in  which  America’s 
private  sector  has  been  able  to  produce  more  than  5  million  new 
jobs.  Manufacturing  employment  grew  during  each  month  of 
1994 — ^the  first  time  that  has  happened  since  1978.  We  have  cut 
the  deficit  in  the  Federal  budget  for  3  years  running,  we  have  kept 
inflation  in  check,  and,  based  on  actions  I  have  already  taken,  the 
Federal  bureaucracy  will  soon  be  the  smallest  it  has  been  in  more 
than  3  decades.  We  have  opened  up  more  new  trade  opportunities 
in  just  2  years  than  in  any  similar  period  in  a  generation.  And  we 
have  embarked  on  a  new  partnership  with  American  industry  to 
prepare  the  American  people  to  compete  and  win  in  the  new  global 
economy. 

In  short,  America’s  economic  prospects  have  improved  consider¬ 
ably  in  the  last  2  years.  And  the  economy  will  continue  to  move  for¬ 
ward  in  1995,  with  rising  output,  falling  deficits,  and  increasing 
employment.  Today  there  is  no  country  in  the  world  with  an  econ¬ 
omy  as  strong  as  ours,  as  full  of  opportunity,  £is  full  of  hope. 

Still,  living  standards  for  many  Americans  have  not  improved  as 
the  economy  has  expanded.  For  the  last  15  years,  those  Americans 
with  the  most  education  and  the  greatest  flexibility  to  seek  new  op¬ 
portunities  have  seen  their  incomes  grow.  But  the  rest  of  our  work 
force  have  seen  their  incomes  either  stagnate  or  fall.  An  America 
that,  in  our  finest  moments,  has  always  grown  together,  now  grows 
apart. 

I  am  resolved  to  keep  the  American  dream  alive  in  this  new 
economy.  We  must  make  it  possible  for  the  American  people  to  in¬ 
vest  in  the  education  of  their  children  and  in  their  own  training 
and  skills.  This  is  the  essence  of  the  New  Covenant  I  have  called 
for — economic  opportunity  provided  in  return  for  people  assuming 
personal  responsibility.  This  is  the  commitment  my  Administration 
made  to  the  American  people  2  years  ago,  and  it  remains  our  com¬ 
mitment  to  them  today. 
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The  Administration’s  Economic  Strategy 

Our  economic  strategy  has  been  straightforward.  First,  we  have 
pursued  deficit  reduction  to  increase  the  share  of  the  Nation’s  eco¬ 
nomic  resources  available  for  private  investment.  At  the  same  time 
we  have  reoriented  the  government’s  public  investment  portfolio 
with  an  eye  toward  preparing  our  people  and  our  economy  for  the 
21st  century.  We  have  cut  yesterday’s  government  to  help  solve  to¬ 
morrow’s  problems,  shrinking  departments,  cutting  unnecessary 
regulations,  and  ending  programs  that  have  outlived  their  useful¬ 
ness.  We  have  also  worked  to  expand  trade  and  to  boost  American 
sales  to  foreign  markets,  so  that  the  American  people  can  enjoy  the 
better  jobs  and  higher  wages  that  should  result  from  their  own 
high-quality,  high-productivity  labor.  Having  fixed  the  fundamen¬ 
tals,  we  are  now  proposing  what  I  call  the  Middle  Class  Bill  of 
Rights,  an  effort  to  build  on  the  progress  we  have  made  in  control¬ 
ling  the  deficit  while  providing  tax  relief  that  is  focused  on  the  peo¬ 
ple  who  need  it  most. 

Putting  Our  Own  House  in  Order 

The  Hrst  task  my  Administration  faced  upon  taking  office  in  Jan¬ 
uary  1993  was  to  put  our  own  economic  house  in  order.  For  more 
than  a  decade,  the  Federal  Government  had  spent  much  more  than 
it  took  in,  borrowing  the  difference.  As  a  consequence,  by  1992  the 
Federal  deHcit  had  increased  to  4.9  percent  of  gross  domestic  prod¬ 
uct — and  our  country  had  gone  from  being  the  world’s  largest  credi¬ 
tor  Nation  to  being  its  largest  debtor. 

As  a  result  of  my  Administration’s  deficit  reduction  package, 
passed  and  signed  into  law  in  August  1993,  the  deficit  in  fiscal 
1994  was  $50  billion  lower  than  it  had  been  the  previous  year.  In 
fact,  it  was  about  $100  billion  lower  than  had  been  forecast  before 
our  budget  plan  was  enacted.  Between  fiscal  1993  and  fiscal  1998, 
our  budget  plan  will  reduce  the  deficit  by  $616  billion.  Our  fiscal 
1996  budget  proposal  includes  an  additional  $81  billion  in  deficit 
reduction  through  fiscal  2000. 

Preparing  the  American  People  to  Compete  and  Win 

As  we  were  taking  the  necessary  steps  to  restore  fiscal  discipline 
to  the  Federal  Government,  we  were  also  working  to  reorient  the 
government’s  investment  portfolio  to  prepare  our  people  and  our 
economy  for  21st-centuiy  competition. 

Training  and  Education.  In  our  new  information-age  economy, 
learning  must  become  a  way  of  life.  Learning  begins  in  childhood, 
and  the  opportunity  to  learn  must  be  available  to  every  American 
child — that  is  why  we  have  worked  hard  to  expand  Head  Start. 

With  the  enactment  of  Goals  2000  we  have  established  world- 
class  standards  for  our  Nation’s  schools.  'Through  the  School-to- 
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Work  Opportunities  Act  we  have  created  new  partnerships  with 
schools  and  businesses  to  make  sure  that  young  people  make  a  suc¬ 
cessful  transition  to  the  world  of  work.  We  have  also  dramatically 
reformed  the  college  loan  program.  Americans  who  aspire  to  a  col¬ 
lege  degree  need  no  longer  fear  that  taking  out  a  student  loan  will 
one  day  leave  them  overburdened  by  debt. 

Finally,  we  are  proposing  to  take  the  billions  of  dollars  that  the 
government  now  spends  on  dozens  of  training  programs  and  make 
that  money  directly  available  to  working  Americans.  We  want  to 
leave  it  up  to  them  to  decide  what  new  skills  they  need  to  learn — 
and  when — to  get  a  new  or  better  job. 

New  Technology.  Technological  innovation  is  the  engine  driving 
the  new  global  economy.  This  Administration  is  committed  to  fos¬ 
tering  innovation  in  the  private  sector.  We  have  reoriented  the 
Federal  Government’s  investment  portfolio  to  support  fundamental 
science  and  industry-led  technology  partnerships,  the  rapid  deploy¬ 
ment  and  commercialization  of  civilian  technologies,  and  funding 
for  technology  infrastructure  in  transportation,  communications, 
and  manufacturing. 

A  Middle  Class  Bill  of  Rights.  Fifty  years  ago  the  GI  Bill  of 
Rights  helped  transform  an  economy  geared  for  war  into  one  of  the 
most  successful  peacetime  economies  in  history.  Today,  after  a 
peaceful  resolution  of  the  cold  war,  middle-class  Americans  have  a 
right  to  move  into  the  21st  century  with  the  same  opportunity  to 
achieve  the  American  dream. 

People  ought  to  be  able  to  deduct  the  cost  of  education  and  train¬ 
ing  after  high  school  from  their  taxable  incomes.  If  a  family  makes 
less  than  $120,000  a  year,  the  tuition  that  family  pays  for  college, 
community  college,  graduate  school,  professional  school,  vocational 
education,  or  worker  training  should  be  fully  deductible,  up  to 
$10,000  a  year.  If  a  family  makes  $75,000  a  year  or  less,  that  fam¬ 
ily  should  receive  a  tax  cut,  up  to  $500,  for  every  child  under  the 
age  of  13.  If  a  family  makes  less  than  $100,000  a  year,  that  family 
should  be  able  to  put  $2,000  a  year,  tax  free,  into  an  individual  re¬ 
tirement  account  from  which  it  can  withdraw,  tax  free,  money  to 
pay  for  education,  health  care,  a  first  home,  or  the  care  of  an  elder¬ 
ly  parent. 

Expanding  Opportunity  at  Home  Through  Free  and  Fair  Trade 

Our  efforts  to  prepare  the  American  people  to  compete  and  win 
in  the  new  global  economy  cannot  succeed  unless  we  succeed  in  ex¬ 
panding  trade  and  boosting  exports  of  American  products  and  serv¬ 
ices  to  the  rest  of  the  world.  That  is  why  we  have  worked  so  hard 
to  create  the  global  opportunities  that  will  lead  to  more  and  better 
jobs  at  home.  We  won  the  fight  for  the  North  American  Free  Trade 
Agreement  (NAFTA)  and  the  Uruguay  Round  of  the  General  Agree¬ 
ment  on  Tariffs  and  Trade  (GATT). 
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Our  commitment  to  free  and  fair  trade  goes  beyond  NAFTA  and 
the  GATT.  Last  December’s  Summit  of  the  Americas  set  the  stage 
for  open  markets  throughout  the  Western  Hemisphere.  The  Asia- 
Pacific  Economic  Cooperation  (APEC)  group  is  working  to  expand 
investment  and  sales  opportunities  in  the  Far  East.  We  firmly  be¬ 
lieve  that  economic  expansion  and  a  rising  stsmdard  of  living  will 
result  in  both  regions,  and  the  United  States  is  well  positioned 
both  economically  and  geographically  to  participate  in  those  bene¬ 
fits. 

This  Administration  has  also  worked  to  promote  American  prod¬ 
ucts  and  services  to  overseas  customers.  When  foreign  government 
contracts  have  been  at  stake,  we  have  made  sure  that  our  export¬ 
ers  had  sm  equal  chance.  Billions  of  dollars  in  new  export  sales 
have  been  the  result,  from  Latin  America  to  Asia.  And  these  sales 
have  created  and  safeguarded  tens  of  thousands  of  American  jobs. 

Health  Care  and  Welfare  Reform:  The  Unfinished  Agenda 

In  this  era  of  rapid  change,  Americans  must  be  able  to  embrace 
new  economic  opportunities  without  sacrificing  their  personal  eco¬ 
nomic  security.  My  Administration  remains  committed  to  providing 
health  insurance  coverage  for  every  American  and  containing 
health  care  costs  for  families,  businesses,  and  governments.  The 
Congress  can  and  should  take  the  first  steps  toward  achieving 
these  goals.  I  have  asked  the  Congress  to  work  with  me  to  reform 
the  health  insurance  market,  to  msdce  coverage  affordable  for  and 
available  to  children,  to  help  workers  who  lose  their  jobs  keep  their 
health  insurance,  to  level  the  playing  Held  for  the  self-employed  by 
giving  them  the  same  tax  treatment  as  other  businesses,  and  to 
help  families  provide  long-term  care  for  a  sick  parent  or  a  disabled 
child.  We  simply  must  make  health  care  coverage  more  secure  and 
more  affordable  for  America’s  working  families  and  their  children. 

This  should  also  be  the  year  that  we  work  together  to  end  wel¬ 
fare  as  we  know  it.  We  have  already  helped  to  boost  the  earning 
power  of  15  million  low-income  families  who  work  by  expanding  the 
earned  income  tax  credit.  With  a  more  robust  economy,  many  more 
American  families  should  also  be  able  to  escape  dependence  on  wel¬ 
fare.  Indeed,  we  want  to  make  sure  that  people  can  move  from  wel¬ 
fare  to  work  by  giving  them  the  tools  they  need  to  return  to  the 
economic  mainstream.  Reform  must  include  steps  to  prevent  the 
conditions  that  lead  to  welfare  dependency,  such  as  teen  pregnancy 
and  poor  education,  while  also  helping  low-income  parents  find  jobs 
with  wages  high  enough  to  lift  their  families  out  of  poverty.  At  the 
S2ime  time,  we  must  ensure  that  welfare  reform  does  not  increase 
the  Federal  deficit,  and  that  the  States  retain  the  flexibility  they 
need  to  experiment  with  innovative  programs  that  aim  to  increase 
self-sufficiency.  But  we  must  also  ensure  that  our  reform  does  not 


punish  people  for  being  poor  and  does  not  punish  children  for  the 
mistakes  of  their  parents. 

Reinventing  Government 

Taking  power  away  from  Federal  bureaucracies  and  giving  it 
back  to  communities  and  individuals  is  something  everyone  should 
be  able  to  support.  We  need  to  get  government  closer  to  the  people 
it  is  meant  to  serve.  But  as  we  continue  to  reinvent  the  Federal 
Government  by  cutting  regulations  and  departments,  and  moving 
programs  to  the  States  and  communities  where  citizens  in  the  pri¬ 
vate  sector  can  do  a  better  job,  let  us  not  overlook  the  benefits  that 
have  come  from  national  action  in  the  national  interest:  safer  foods 
for  our  families,  safer  toys  for  our  children,  safer  nursing  homes  for 
our  elderly  parents,  safer  cars  and  highways,  and  safer  workplaces, 
cleaner  air  and  cleaner  water.  We  can  provide  more  flexibility  to 
the  States  while  continuing  to  protect  the  national  interest  and  to 
give  relief  where  it  is  needed. 

The  New  Covenant  approach  to  governing  unites  us  behind  a 
common  vision  of  what  is  best  for  our  country.  It  seeks  to  shift  re¬ 
sources  and  decisionmaking  from  bureaucrats  to  citizens,  injecting 
choice  and  competition  and  individual  responsibility  into  national 
policy.  In  the  second  round  of  reinventing  government,  we  propose 
to  cut  $130  billion  in  spending  by  streamlining  departments,  ex¬ 
tending  our  freeze  on  domestic  spending,  cutting  60  public  housing 
programs  down  to  3,  and  getting  rid  of  over  100  programs  we  do 
not  need.  Our  job  here  is  to  expand  opportunity,  not  bureaucracy — 
to  empower  people  to  make  the  most  of  their  own  lives.  Govern¬ 
ment  should  be  leaner,  not  meaner. 

The  Economic  Outlook 

As  1995  begins,  our  economy  is  in  many  ways  as  strong  as  it  has 
ever  been.  Growth  in  1994  was  robust,  powered  by  strong  invest¬ 
ment  spending,  and  the  unemployment  rate  fell  by  more  than  a  full 
percentage  point.  Exports  soared,  consumer  conftdence  rebounded, 
and  Federal  discretionary  spending  as  a  percentage  of  gross  domes¬ 
tic  product  hit  a  30-year  low.  Consumer  spending  should  remain 
healthy  and  investment  spending  will  remain  strong  through  1995. 
The  Administration  forecasts  that  the  economy  will  continue  to 
grow  in  1995  and  that  we  will  remain  on  track  to  create  8  million 
jobs  over  4  years. 

We  know,  nevertheless,  that  there  is  a  lot  more  to  be  done.  More 
than  half  the  adult  work  force  in  America  is  working  harder  today 
for  lower  wages  than  they  were  making  10  years  ago.  Millions  of 
Americans  worry  about  their  health  insurance  and  whether  their 
retirement  is  still  secure.  While  maintaining  our  momentum  to¬ 
ward  deficit  reduction,  increased  exports,  essential  public  invest¬ 
ments,  and  a  government  that  works  better  and  costs  less,  we  are 


7 


committed  to  providing  tax  relief  for  the  middle-class  Americans 
who  need  it  the  most,  for  the  investments  they  most  need  to  make. 

We  live  in  an  increasingly  global  economy  in  which  people,  prod¬ 
ucts,  ideas,  and  money  travel  across  national  borders  at  lightning 
speed.  During  the  last  2  years,  we  have  worked  hard  to  help  our 
workers  take  advantage  of  this  new  economy.  We  have  worked  to 
put  our  own  economic  house  in  order,  to  expand  opportunities  for 
education  and  training,  and  to  expand  the  frontiers  of  free  and  fair 
trade.  Our  goeil  is  to  create  an  economy  in  which  all  Americans 
have  a  chance  to  develop  their  talents,  have  access  to  better  jobs 
and  higher  incomes,  and  have  the  capacity  to  build  the  kind  of  life 
for  themselves  and  their  children  that  is  the  heart  of  the  American 
dream. 

THE  WHITE  HOUSE 
FEBRUARY  13,  1995 
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CHAPTER  1 


Implementing  a  National  Economic 
Strategy 

BY  MOST  STANDARD  MACROECONOMIC  INDICATORS,  the 
performance  of  the  U.S.  economy  in  1994  was,  in  a  word,  outstand¬ 
ing.  The  economy  has  not  enjoyed  such  a  healthy  expansion  of 
strong  growth  and  modest  inflation  in  more  than  a  generation. 

Growth  in  1994  was  robust,  fueled  by  strong  investment  spend¬ 
ing.  Nonfarm  payroll  employment  grew  by  3.5  million  jobs,  the 
largest  annual  increeise  in  a  decade,  and  the  unemployment  rate 
fell  by  more  than  a  full  percentage  point,  to  5.4  percent.  Buoyed  by 
improving  job  prospects  and  growing  incomes,  consumer  sentiment 
hit  a  5-year  high,  and  retail  sales  expanded  at  their  fastest  pace 
in  a  decade.  Yet  despite  growing  demand  both  at  home  and  abroad, 
inflation  remained  modest  and  stable.  The  core  rate  of  consumer 
price  inflation  (which  removes  the  effects  of  volatile  food  and  en¬ 
ergy  prices)  registered  its  smallest  increase  in  28  years.  And  the 
Federal  deficit  declined  by  more  than  $50  billion,  as  the  ratio  of 
Federed  discretionary  spending  to  gross  domestic  product  (GDP)  fell 
to  its  lowest  level  in  30  years. 

The  economy’s  performance  in  1994  is  even  more  remarkable 
when  viewed  against  the  backdrop  of  the  economic  challenges  con¬ 
fronting  the  Nation  aroimd  the  time  this  Administration  took  of¬ 
fice.  Then  the  economy  seemed  mired  in  a  slow  and  erratic  recovery 
from  the  1990-91  recession,  business  and  consumer  confidence  was 
low,  and  the  unemployment  rate  was  over  7  percent.  Between  1989 
and  1992  the  Federal  deficit  had  jumped  by  $137.9  billion,  to  4.9 
percent  of  GDP,  and  even  larger  deficits  were  looming  on  the  hori¬ 
zon.  To  make  matters  worse,  the  problems  of  anemic  recovery  and 
mounting  deficits  were  superimposed  on  some  disturbing  long-term 
trends:  a  20-year  slowdown  in  productivity  growth,  a  20-year  stag¬ 
nation  in  real  median  family  incomes,  and  a  20-year  decline  in  real 
compensation  levels  for  many  American  workers.  For  an  increasing 
number  of  these  workers  and  their  families,  the  dream  of  rising  in¬ 
comes  and  prosperity  appeared  to  be  fading  away  under  the  pres¬ 
sures  of  rapid  technological  shifts  and  a  changing  global  economy. 

This  Administration  moved  quickly  and  decisively  to  improve  the 
economic  situation,  and  the  turnaround  in  macroeconomic  perform¬ 
ance  has  been  dramatic.  The  deficit  has  declined  sharply,  the  econ- 
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omy  has  grown  at  a  more  rapid  and  even  pace,  and  more  and  more 
Americans  are  participating  in  the  Nation’s  economic  expansion.  At 
the  same  time,  the  Administration  has  acted  to  help  reverse  the 
long-term  trends  that  continue  to  depress  the  incomes  of  many 
Americans.  That,  however,  will  take  time;  problems  that  were  20 
years  in  the  making  cannot  be  solved  in  the  course  of  2  years.  But 
the  Administration’s  economic  policies  have  begun  to  move  the  Na¬ 
tion  in  the  direction  necessary  to  again  place  the  American  dream 
within  the  grasp  of  all  Americans. 

This  chapter  describes  the  Administration’s  strategy  for  reviving 
economic  growth  and  job  creation,  preparing  American  workers  for 
the  challenges  eind  opportunities  of  changing  technology  and  a  glob¬ 
al  economy,  opening  foreign  markets,  and  restructuring  the  Federal 
Government  for  greater  efficiency  and  effectiveness.  The  chapter 
also  provides  an  overview  of  three  msgor  policy  initiatives — middle- 
class  tax  relief,  welfare  reform,  and  health  care  reform — ^that  the 
Administration  plans  for  the  coming  year.  The  remaining  chapters 
of  this  Report  examine  both  the  accomplishments  of  the  past  year 
and  the  outlook  for  the  future  in  greater  detail. 

THE  ADMINISTRATION’S  ECONOMIC  STRATEGY:  A 
MIDTERM  REPORT 

This  Administration  entered  office  at  a  time  of  sluggish  economic 
recovery,  mounting  fiscal  deficits,  disappointing  income  growth, 
and  growing  income  inequedity  and  poverty.  The  first  challenge  was 
to  get  the  Nation’s  fiscal  house  in  order  after  more  than  a  decade 
of  fiscal  profligacy.  One  of  the  most  fundamental  lessons  of  eco¬ 
nomic  history  is  that  sustained  economic  expansion  depends  on 
sound  fiscal  foundations.  Therefore  the  linchpin  of  the  Administra¬ 
tion’s  economic  strategy  was  and  remains  a  deficit  reduction  plan 
that  is  balanced  and  gradual,  yet  large  enough  to  be  credible  and 
to  have  a  significant  and  sustained  effect  on  the  course  of  the  defi¬ 
cit  over  time. 

A  second  defining  component  of  the  strategy  is  a  set  of  policies 
to  help  American  workers  and  businesses  realize  the  opportunities 
that  flow  from  rapid  changes  in  technology  and  an  increasingly 
global  economy.  The  common  theme  of  these  policies  is  investment, 
public  and  private;  on  the  public  side,  a  shift  in  government  spend¬ 
ing  away  from  current  consumption  and  toward  investment  in  chil¬ 
dren,  education  and  training,  science  and  technology,  and  infra¬ 
structure;  on  the  private  side,  tax  incentives  to  encourage  invest¬ 
ment  by  businesses  and  individuals  in  physical,  scientific,  and 
human  resources.  A  logical  implication  of  these  policies  is  that  gov¬ 
ernment  must  not  only  spend  less — it  must  also  spend  better,  by 
focusing  more  of  its  resources  on  the  Nation’s  future. 
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A  third  component  of  the  Administration’s  economic  strategy  is 
tax  relief  for  working  families  who  have  seen  their  incomes  stag¬ 
nate  or  decline  over  the  past  15  to  20  years.  The  dimensions  of  the 
family  income  problem  are  compelling.  The  real  median  family  in¬ 
come  in  1993,  the  last  year  for  which  complete  data  are  available, 
was  virtually  unchanged  from  what  it  had  been  in  1973,  despite 
the  fact  that  during  the  intervening  20  years  real  output  had  in¬ 
creased  by  57  percent. 

The  stagnation  of  real  median  family  income  has  been  accom¬ 
panied  by  an  equally  disturbing  trend  of  increasing  income  inequal¬ 
ity.  In  contrast  to  the  years  from  1950  to  1973,  when  average  real 
family  incomes  increased  across  the  entire  income  distribution,  be¬ 
tween  1973  and  1993  the  share  of  total  family  income  declined  for 
the  lower  80  percent  of  the  income  distribution  (Chart  1-1).  Mean¬ 
while,  at  the  bottom  of  the  income  distribution,  the  number  of 
Americans  living  in  poverty  hit  a  30-year  high  in  1993  of  39.3  mil¬ 
lion,  40  percent  of  them  children. 

Chart  1  -1  Share  of  Aggregate  Family  Income  by  Quintile 

Between  1973  and  1993,  the  share  of  money  income  received  by  the  20  percent  of  families 
with  the  highest  incomes  rose  substantially.  The  shares  for  all  other  quintiles  fell. 

Percent 

50  I - 1 


Lowest  Quintile  Second  Quintile  Third  Quintile  Fourth  Quintile  Highest  Quintile  Top  5  Percent 


B  1973  ^  1993 

Source;  Department  of  Commerce. 


Although  not  all  of  the  forces  behind  the  rise  in  income  inequal¬ 
ity  are  understood,  most  economists  agree  that  changes  in  tech¬ 
nology  that  have  reduced  the  demand  for  workers  with  relatively 
low  levels  of  skill  and  education  have  played  a  major  role.  This  in¬ 
sight  lies  behind  the  Administration’s  efforts  to  help  Americans  at- 
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tain  the  skills  and  training  they  need  for  today’s  high-paying  jobs 
through  changes  in  both  government  spending  priorities  and  tax 
policies. 

The  Administration’s  first  response  to  the  dwindling  income  pros¬ 
pects  of  many  working  Americans  took  the  form  of  a  substantial  ex¬ 
pansion  of  the  earned  income  tax  credit  (EITC).  The  EITC  expan¬ 
sion,  included  in  the  Omnibus  Budget  Reconciliation  Act  of  1993 
(OBRA93),  increased  the  after-tax  incomes  of  over  15  million  Amer¬ 
ican  workers  and  their  families.  The  EITC  is  a  refundable  tax  cred¬ 
it  that  provides  a  bonus  to  eligible  low-income  workers — ^a  bonus 
that  can  amount  to  over  $3,000  a  year  for  a  family  with  two  chil¬ 
dren.  Through  the  EITC  these  workers  may  realize  after-tax  in¬ 
comes  well  in  excess  of  their  wages. 

At  the  end  of  1994  the  President  proposed  a  package  of  addi¬ 
tional  tax  cuts  that  will  extend  tax  relief  to  middle-class  American 
families,  to  help  them  meet  the  costs  of  raising  their  children,  ac¬ 
quire  more  education  and  training,  and  save  for  a  variety  of  pur¬ 
poses.  These  proposed  tax  cuts  reflect  the  much-improved  outlook 
for  the  fiscal  deficit,  which  allows  the  President  to  deliver  on  his 
campaign  promise  of  tax  relief  for  the  middle  class. 

The  Federal  Government,  too,  must  respond  to  the  demands  of 
economic  change.  That  is  why  a  fourth  component  of  the  Adminis¬ 
tration’s  economic  strategy  is  to  reinvent  the  Federal  Government 
itself,  so  that  it  works  better,  costs  less,  and  sheds  functions  that 
are  no  longer  needed  in  today’s  economy  or  are  better  performed 
by  either  State  and  local  governments  or  the  private  sector.  The 
savings  that  can  be  realized  by  eliminating  some  existing  programs 
and  rationalizing  emd  improving  others  are  essential  to  achieving 
the  goals  of  deficit  reduction,  tax  relief  to  working  families,  and  a 
shift  in  the  balance  of  Federal  spending  toward  more  investment. 

Finally,  the  Administration  has  linked  its  ambitious  domestic 
economic  strategy  to  an  equally  ambitious  foreign  economic  strat¬ 
egy  based  on  promoting  global  trade  liberalization.  During  the  last 
decade  trade  has  become  an  increasingly  important  source  of  high- 
wage  jobs  for  American  workers.  Recognizing  this  reality,  the  Ad¬ 
ministration  has  wedded  policies  to  make  Americans  more  produc¬ 
tive  with  policies  to  improve  their  access  to  expanding  inter¬ 
national  markets  on  more  equitable  terms. 

TOWARD  FULL  EMPLOYMENT  WITH  FISCAL 
RESPONSIBILITY 

In  early  1993,  the  Administration  faced  the  challenge  of  ensuring 
that  the  economic  recovery  from  the  1990-91  recession  would  gain 
strength  and  return  the  economy  to  full  utilization  of  its  resources. 
At  the  same  time  it  was  vital  that  this  be  accomplished  in  a  sound 
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and  balanced  way,  to  avoid  an  acceleration  of  inflationary  pres¬ 
sures.  As  the  preceding  discussion  indicates  and  as  Chapter  2  de¬ 
lineates  in  greater  detail,  this  challenge  was  met  in  1994. 

In  part  as  a  result  of  the  Administration’s  1993  budget  package, 
the  Nation’s  fiscal  environment  today  is  sounder  than  it  was  during 
the  preceding  14  years.  Federal  Government  purchases  of  goods 
and  services  declined  in  real  terms,  and  the  Federal  deficit  in  fiscal 
1994  was  more  than  $50  billion  lower  than  in  fiscal  1993  and  about 
$100  billion  lower  than  what  had  been  forecast  before  the  enact¬ 
ment  of  OBRA93.  Excluding  interest  payments  on  the  debt  in¬ 
curred  by  previous  Administrations,  the  Federal  budget  in  fiscal 
1994  was  essentially  balanced,  and  the  Federal  debt  outstanding, 
which  had  nearly  quadrupled  between  1981  and  1992,  had  begun 
to  stabilize  relative  to  the  size  of  the  economy.  Moreover,  as  Chavis 
1-2  and  1-3  indicate,  the  Administration’s  deficit  reduction  meas¬ 
ures — along  with  welcome  slowdowns  in  projected  medicare  and 
medicaid  spending — have  significantly  improved  the  long-run  defi¬ 
cit  and  debt  outlook. 

Chart  1-2  shows  the  Federal  deficit  as  a  percentage  of  GDP  for 
Hscal  1993-98  as  projected  in  April  1993,  prior  to  the  passage  of 
OBRA93.  The  deficit  was  then  expected  to  be  around  5.0  percent 
of  GDP  in  1993,  falling  to  a  low  of  4.1  percent  in  1996  before  rising 
again  to  4.9  percent  of  GDP  by  1998.  The  chart  contrasts  these 
gloomy  predictions  with  the  actual  deficits  for  1993  and  1994  and 
the  projected  deficits  for  1995-2000  based  on  OBRA93,  the  Admin¬ 
istration’s  fiscal  1996  budget  proposal,  and  its  current  economic 
forecast.  The  actual  deficit  in  1993  was  only  4.1  percent  of  GDP, 
thanks  to  the  stronger  than  expected  economic  recovery  and  lower 
than  expected  interest  rates.  In  1994  the  deficit  fell  to  $203.2  bil¬ 
lion,  or  3.1  percent  of  GDP,  and  in  1998  it  is  slated  to  fall  to  2.4 
percent  of  GDP,  the  lowest  level  since  1979.  Over  the  entire  1994- 
2000  period  the  deficit  is  forecast  to  average  about  2.5  percent  of 
GDP,  well  below  the  levels  that  would  have  been  reached  in  the  ab¬ 
sence  of  OBRA93  and  nearly  2  percentage  points  less  than  the 
1982-93  average  of  4.4  percent.  Chart  1-3  shows  that  the  debt- 
GDP  ratio  is  also  expected  to  be  stable  through  the  end  of  the  dec¬ 
ade. 

The  effects  of  the  Administration’s  budget  plan  on  economic  per¬ 
formance  were  in  line  with  its  predictions — and  completely  at  odds 
with  the  gloomy  prognostications  of  its  critics.  A  dramatic  decline 
in  long-term  interest  rates  in  1993,  occasioned  in  part  by  market 
expectations  of  a  significant  long-term  reduction  in  government 
borrowing  needs,  fostered  strong  growth  in  interest-sensitive  in¬ 
vestment  and  consumption  spending.  As  business  expectations  im¬ 
proved,  new  job  creation  picked  up  pace,  and  the  growth  in  incomes 
in  turn  reinforced  consumer  spending,  creating  the  kind  of  virtuous 
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Chart  1-2  Federal  Budgat  Deficits  With  and  Without  Deficit  Reduction 

Budget  deficits  would  have  remained  quite  large  relative  to  the  size  of  the  economy  without 

deficit  reduction  initiatives.  Instead,  deficits  have  fallen  sharply. 

Percent  of  GDP 


Chart  1-3  Publicly  Held  Federal  Debt  With  and  Without  Deficit  Reduction 
Federal  indebtedness  as  a  percent  of  GDP  is  expected  to  remain  approximately  constant 
through  2000  under  OBRA93  and  the  Administration’s  1996  budget  proposal. 


Percent  of  GDP 
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cycle  of  employment,  income,  and  spending  growth  that  is  the  hall¬ 
mark  of  periods  of  robust  expansion.  The  acceleration  of  growth 
around  the  world,  coupled  with  the  Administration’s  strong  leader¬ 
ship  in  expanding  world  trade,  added  to  the  momentum  by  encour¬ 
aging  American  companies  to  invest  in  greater  capacity  to  serve 
growing  global  markets. 

As  the  economy  expanded,  the  Federal  Reserve  raised  interest 
rates  several  times,  tightening  the  stance  of  monetary  policy  in  £m 
effort  to  prevent  inflation  from  accelerating.  The  increase  in  short¬ 
term  interest  rates  resulting  from  Federal  Reserve  actions  was  sub¬ 
stantial.  Long-term  rates  also  increased  significantly  during  the 
year,  and  the  flattening  of  the  yield  curve  (which  plots  rates  of  in¬ 
terest  for  debt  of  all  maturities  prevailing  at  a  given  time)  that 
most  economic  forecasters  had  predicted  failed  to  materialize.  Al¬ 
though  the  causes  of  the  rise  in  long-term  rates  continue  to  be  de¬ 
bated,  the  analysis  in  Chapter  2  suggests  that  it  was  largely  the 
result  of  a  strong  economy  and  reflected  an  increase  in  the  demand 
for  capital,  as  businesses  and  households  increased  their  borrowing 
to  invest  in  durable  goods  and  structures  both  at  home  and  around 
the  world.  Despite  this  increase,  however,  long-term  interest  rates 
remained  lower  than  they  would  have  been  if  the  government’s  vo¬ 
racious  borrowing  needs  had  not  been  curbed  by  the  enactment  of 
the  Administration’s  deflcit  reduction  program. 

ENHANCING  THE  ECONOMY’S  LONG-RUN 
GROWTH  POTENTIAL 

Chapter  3  analyzes  the  sources  of  long-term  growth  in  the  econ¬ 
omy  and  confirms  a  simple  but  powerful  proposition:  the  rate  of 
growth  of  productivity  is  the  most  important  determinant  of  how 
fast  the  economy  can  grow  and  how  much  living  standards  can  rise 
over  time.  What  happens  when  productivity  growth  slows?  Chart 
1—4  shows  that  growth  in  both  real  compensation  per  hour  and  real 
median  family  income  slowed  markedly  in  the  early  1970s.  This  is 
precisely  the  period  when  productivity  growth  also  slowed,  from  an 
annual  average  rate  of  3.1  percent  between  1947  and  1973  to  an 
average  of  just  1.1  percent  in  the  two  decades  since.  This  slowdown 
shows  up  not  only  in  the  economic  statistics,  but  also  in  the  lives 
of  many  Americans  who  know  that  they  are  working  harder  for 
less.  (Productivity  growth  is  measured  here  using  fixed-weight 
data.  An  alternative  measure  using  chain-weighted  data  is  pre¬ 
sented  in  Chapter  3.  See  Box  3-1  for  a  more  detailed  discussion. 
Although  the  two  measures  differ  somewhat,  both  show  a  similar 
post- 1972  slowdown  in  productivity  growth.) 

Although  economists  do  not  completely  understand  all  the  deter¬ 
minants  of  productivity  growth,  it  is  known  that  increases  in  phys¬ 
ical,  human,  and  technological  capital  play  a  key  role.  This  insight 
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Chart  1-4  Real  Income,  Productivity,  and  Compensation 
Productivity,  real  income,  and  real  hourly  compensation  all  slowed  markedly 
around  1973. 


Thousands  of  1993  dollars 


Index.  1959-100 


Note:  Compensation  is  deflated  by  the  implicit  price  deflator. 
Sources:  Department  of  Commerce  arid  Department  of  Labor. 
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has  shaped  the  Administration’s  economic  strategy  from  the  begin¬ 
ning.  The  link  between  real  productivity  growth  and  the  rate  of  in¬ 
vestment  in  the  Nation’s  capital  stock  is  straightforward:  invest¬ 
ment  in  physical  capital  and  new  technology  equips  workers  with 
more  and  better  capital;  workers  so  equipped  are  more  productive. 
Investment  in  skills  and  training  also  adds  to  productivity  by  al¬ 
lowing  workers  to  utilize  physical  capital  more  effectively.  And 
more-productive  workers  tend  to  earn  higher  real  wages.  Few  prop¬ 
ositions  in  economics  are  as  well  documented  as  these  or  command 
as  much  support  among  professional  economists,  whatever  their  po¬ 
litical  persuasion. 

DEFICIT  REDUCTION  AND  INVESTMENT 

A  primary  economic  reason  for  reducing  the  Federal  deficit  is  to 
increase  national  saving,  in  the  expectation  that  increased  saving 
will  in  turn  increase  national  investment  in  physical  capital  (Box 
1-1).  As  Chart  1-5  shows,  investment  rates  and  productivity 
growth  rates  correlate  highly  across  countries.  National  saving 
rates  and  national  investment  rates  also  correlate  highly  across 
countries,  despite  the  increasing  globalization  of  world  financial 
markets.  The  implication  is  that  increased  national  saving  should 
be  associated  with  increased  productivity. 
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Box  1-1. — The  Economic  Rationales  for  Deficit  Reduction 

Perhaps  the  most  important  reason  for  reducing  the  Federal 
budget  deficit  is  to  increase  national  saving.  A  higher  rate  of 
saving  cuts  the  cost  and  incresises  the  availability  of  capital  for 
private  borrowers  and  reduces  the  need  for  the  United  States 
to  borrow  from  the  rest  of  the  world.  The  jiersonal  saving  rate 
in  the  United  States  has  been  too  low  to  cover  both  private  in¬ 
vestment  needs  and  the  combined  borrowing  needs  of  all  levels 
of  government.  As  a  result,  the  Nation  has  borrowed  massively 
from  the  rest  of  the  world,  running  a  persistent  surplus  in  its 
international  capital  account.  Since  the  capital  and  current  ac¬ 
counts  must  balance  under  floating  exchange  rates,  the  mirror 
image  of  this  capital  account  surplus  has  been  an  equally  large 
current  account  deficit. 

Demographics  are  likely  to  exacerbate  the  problem  of  insuffi¬ 
cient  national  saving  in  the  first  half  of  the  next  century.  As 
the  U.S.  population  ages,  the  payment  of  federally  sponsored 
retirement  and  health  benefits  will  place  increasing  burdens  on 
the  budget.  Absent  an  increase  in  private  saving,  larger  gov¬ 
ernment  deficits  will  mean  diminished  resources  for  private  in¬ 
vestment  and  a  further  increase  in  borrowing  from  the  rest  of 
the  world.  However,  since  many  countries  will  be  facing  similar 
demographic  pressures,  the  United  States  is  likely  to  find  itself 
competing  with  them  for  worldwide  saving  to  cover  its  borrow¬ 
ing  needs. 

A  second  reason  for  reducing  the  deficit  is  to  reduce  the  debt 
burden  that  the  present  generation  will  bequeath  to  future 
generations.  Gross  Federal  debt  per  capita — a  debt  that  every 
American  is  saddled  with  at  birth — is  approaching  $20,000. 
This  legacy  of  debt  is  a  real  concern,  yet  it  is  important  not  to 
overstate  the  problem  or  to  use  it  as  an  excuse  to  skimp  on 
public  investment.  We  also  bequeath  to  future  generations  a 
stock  of  physical  capital — highways,  airports,  and  the  like — as 
well  as  a  stock  of  human  capital  and  technological  knowledge. 
Because  these  add  importantly  to  future  generations’  produc¬ 
tivity  and  well-being,  these  assets  will  somewhat  reduce  their 
debt  burden. 

A  third  reason  is  that  a  large  deficit  hamstrings  discre¬ 
tionary  fiscal  policy  as  a  tool  of  macroeconomic  stabilization.  In 
the  presence  of  a  looming  deficit,  it  is  difficult  for  the  Federal 
Government  to  respond  to  cyclical  slowdowns  by  cutting  taxes 
or  increasing  spending.  A  gradual  policy  of  reducing  deficits 
can  build  a  cushion  in  case  the  Federal  Government  needs  to 
engage  in  countercyclical  fiscal  policy  sometime  in  the  future. 
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Chart  1-6  kivastmant  and  Productivity 

There  is  a  dose  correlation  between  investment  rates  and  productivity  growth 
rates  across  industrialized  countries. 

Average  annual  per  capita  real  GDP  growth  rate,  197090  (percent) 
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Investment  as  percent  of  GDP  (average,  167090) 


Source:  International  Monetary  Fund. 

According  to  this  reasoning,  deficit  reduction  is  not  an  end  in  it¬ 
self  but  a  means  to  the  end  of  greater  national  investment  and 
higher  living  standards.  This  logic  has  three  important  corollaries. 

First,  bringing  the  Federal  deficit  down  is  only  one  step  toward 
a  more  productive  and  prosperous  future.  That  is  why,  in  addition 
to  measures  to  reduce  the  deficit,  the  Administration’s  1993  budget 
package  contained  several  new  proposals  to  encourage  private  in¬ 
vestment,  including  an  increase  in  the  amount  of  equipment  that 
small  businesses  may  deduct  immediately  in  computing  their  in¬ 
come  tax  liability,  a  targeted  reduction  in  capital  gains  tax  rates 
on  long-term  equity  investments  in  certain  small  businesses,  and 
needed  public  investments.  The  President’s  1996  budget  plan 
builds  on  these  priorities,  holding  the  line  on  the  deficit,  cutting 
outdated  government  programs  while  investing  in  new  and  existing 
ones,  and  offering  a  package  of  new  middle-class  tax  incentives. 

Second,  squeezing  worthwhile  public  investments  out  of  the 
budget  is  the  wrong  way  to  reduce  the  deficit.  America  needs  more 
of  both  public  and  private  investment,  not  a  swap  of  one  for  the 
other.  That  is  why  the  Administration  seeks  not  only  to  constrain 
total  government  spending  but  also  to  reorient  it  more  toward  the 
future.  Between  fiscal  1993  and  fiscal  1996,  overall  discretionaiy 
government  spending  is  expected  to  remain  nearly  unchanged  in 
nominal  terms  (and  fall  by  more  than  6  percent  in  real  terms).  At 
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the  same  time,  discretionary  spending  on  the  Administration’s  pub¬ 
lic  investment  programs  in  such  vital  areas  as  education  and  train¬ 
ing,  technology  support,  public  health,  and  infrastructure  increases 
by  over  $24  billion.  Over  this  short  time  period,  investment  pro¬ 
grams  will  increase  from  11.5  percent  to  15.5  i>ercent  of  total  dis¬ 
cretionary  spending. 

Third,  because  deficit  reduction — ^whether  accomplished  through 
increases  in  revenues  or  decreases  in  spending — has  a  direct 
contractionary  effect  on  aggregate  spending,  there  are  limits  to  the 
amount  of  deficit  reduction  the  economy  can  be  expected  to  with¬ 
stand  within  a  short  |)eriod  without  endangering  economic  growth. 
Over  the  long  run,  deficit  reduction  makes  room  for  additional  pri¬ 
vate  investment,  but  in  the  short  run  it  depresses  aggregate  de¬ 
mand  and  as  a  result  can  actually  depress  private  investment.  If 
long-term  interest  rates  do  not  decline  sufficiently  fast  and  far  to 
replace  the  aggregate  demand  lost  through  deficit  reduction,  eco¬ 
nomic  growth  will  slow,  and  this  will  discourage  private  invest¬ 
ment.  The  policy  challenge  is  to  bring  the  deficit  down  gradually 
and  credibly,  so  as  to  increase  national  saving  and  investment,  but 
not  so  rapidly  as  to  threaten  continued  economic  expansion.  This 
challenge  was  met  in  1994,  and  the  Administration’s  economic  fore¬ 
cast  indicates  that  it  will  continue  to  be  met  through  the  remainder 
of  this  decade.  The  success  to  date  in  meeting  this  chedlenge  is  one 
reason  why  the  Administration  opposes  a  bedanced  budget  amend¬ 
ment  to  the  Constitution  (Box  1-2). 

INVESTING  IN  SKILLS  AND  EDUCATION 

Education  and  training — investments  in  human  capital — are  a 
wellspring  of  human  progress,  a  basic  foundation  of  the  country’s 
long-run  growth  potential  and  its  long-run  viability  as  a  democracy, 
and  the  ladder  of  opportunity  for  all  of  its  citizens  (Box  1-3).  As 
already  noted  and  as  analyzed  in  considerable  detail  in  Chapter  5, 
today’s  high-paying  job  opportunities  demand  increasing  levels  of 
education  euid  training.  In  part  as  a  result  of  rapid  changes  in  tech¬ 
nology  and  the  global  economy,  the  real  average  annual  earnings 
of  male  high  school  graduates  declined  by  15  percent  between  1979 
and  1992.  In  1992  the  annual  average  earnings  of  a  male  college 
graduate  were  64  percent  higher  than  the  average  annual  earnings 
of  a  male  high  school  graduate;  in  1979  the  difference  had  been 
only  43  percent  (Chart  1-6). 

The  Administration  is  embarked  on  an  ambitious  agenda  to  im¬ 
prove  the  education  and  training  prospects  for  all  Americans,  and 
with  support  in  the  Congress  it  has  achieved  considerable  success 
on  this  agenda  during  the  last  2  years.  The  Administration  is  com¬ 
mitted  to  ensuring  that  at  every  stage  of  life — preschool,  elemen¬ 
tary  school,  secondary  school,  college,  and  in  the  work  force — all 
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Box  1-2. — The  Shortcomings  of  a  Balanced  Budget  Amendment 

Continued  progress  on  reducing  the  Federal  budget  deficit  is 
sound  economics;  a  constitutional  amendment  requiring  annual 
balance  of  the  Federal  budget  is  not. 

The  fallacy  in  the  logic  of  the  balanced  budget  amendment 
lies  in  the  premise  that  the  size  of  the  Federal  deficit  is  purely 
the  result  of  deliberate  policy  decisions.  In  reality,  the  pace  of 
economic  activity  also  plays  an  important  role.  An  economic 
slowdown  automatically  depresses  tax  revenues  and  increases 
government  spending  on  such  cyclically  sensitive  programs  as 
unemplo.vment  compensation  and  food  stamps.  As  a  result,  the 
deficit  automatically  worsens  when  the  economy  goes  into  re¬ 
cessions,  and  these  temporary  increases  in  the  deficit  act  as 
“automatic  stabilizers,”  quickly  offsetting  some  of  the  reduction 
in  the  purchasing  power  of  the  private  sector. 

A  balanced  budget  amendment  would  throw  the  automatic 
stabilizers  into  reverse.  The  Congress  would  be  required  to 
raise  taxes  or  cut  spending  programs  in  the  face  of  a  recession, 
to  counteract  temporary  increases  in  the  deficit.  Rather  than 
moderate  the  normal  ups  and  downs  of  the  business  cycle,  fis¬ 
cal  policy  would  be  forced  to  aggravate  them. 

Under  a  balanced  budget  amendment,  monetary  policy  would 
become  the  only  tool  available  to  stabilize  the  economy.  But 
there  are  several  reasons  why  the  Federal  Reserve  on  its  own 
would  not  be  able  to  moderate  the  business  cycle  as  well  as  it 
can  in  concert  with  the  automatic  fiscal  stabilizers.  First,  mon¬ 
etary  policy  affects  the  economy  only  indirectly  and  with  long 
lags,  making  it  difficult  to  time  the  desired  effects  with  preci¬ 
sion.  Second,  the  Fed  could  become  handcuffed  in  the  event  of 
a  major  recession,  its  scope  for  action  limited  by  the  fact  that 
it  can  push  short-term  interest  rates  no  lower  than  zero,  and 
probably  not  even  that  low  in  practice.  Third,  the  more  aggres¬ 
sive  interest  rate  movements  required  to  limit  the  cyclical  vari¬ 
ability  of  output  and  employment  could  actually  increase  the 
volatility  of  financial  markets — something  the  Fed  would  prob¬ 
ably  try  to  avoid. 

The  role  that  fiscal  policy  can  play  in  smoothing  fluctuations 
in  the  business  cycle  is  one  of  the  great  discoveries  of  modem 
economics.  Unfortunately,  the  huge  deficits  inherited  from  the 
last  decade  have  made  discretionary  changes  in  fiscal  policy  in 
response  to  the  business  cycle  all  but  impossible.  A  balanced 
budget  amendment  would  eliminate  the  automatic  stabilizers 
as  well,  thus  completely  removing  fiscal  policy  from  the  macro- 
economic  policy  arsenal. 


Box  1-3. — The  Relationship  Between  Poverty,  Education,  and 
Earnings 

Our  core  democratic  values  affirm  that  each  individual 
should  have  the  opportunity  to  reach  his  or  her  full  potential, 
regardless  of  race  or  the  income  or  educational  attainment  of 
his  or  her  parents.  Yet  numerous  studies  confirm  that  our  Na¬ 
tion  today  is  far  from  reaching  this  ideal.  That  shortfall  im¬ 
poses  great  costs  both  on  individual  Americans  and  on  the 
countiy  as  a  whole. 

A  recent  study  by  a  group  of  economists  chaired  by  a  Nobel 
laureate  and  commissioned  by  the  Children’s  Defense  Fund  ex¬ 
amined  the  effects  of  childhood  poverty  on  an  individual’s  fu¬ 
ture  living  standards.  The  study  concluded  that  childhood  pov¬ 
erty  itself,  as  distinct  from  such  factors  as  family  structure, 
race,  and  parental  education,  has  a  significant  adverse  effect 
on  both  the  educational  attainment  and  the  future  wages  of 
the  Nation’s  poor  children.  The  study  found  that  children  who 
experience  poverty  between  the  ages  of  6  and  15  years  are  two 
to  three  times  more  likely  than  those  who  are  never  poor  to  be¬ 
come  high  school  dropouts.  Using  years  of  schooling  as  a  pre¬ 
dictor  of  future  hourly  wages,  the  study  concluded  that  just  1 
year  of  poverty  for  the  14.6  million  children  and  their  families 
in  poverty  in  1992  costs  the  economy  somewhere  between  $36 
billion  and  $177  billion  in  reduced  future  productivity  and  em¬ 
ployment. 

Significantly,  one  of  the  studies  that  the  group  examined 
concluded  that  each  $1  reduction  in  monthly  assistance 
through  the  aid  to  families  with  dependent  children  (AFDC) 
program  may  reduce  future  output  by  between  $0.92  and  $1.51 
(in  present  value  terms)  solely  by  reducing  the  educational  at¬ 
tainment  and  future  productivity  of  the  children  who  are 
AFDC’s  beneficiaries. 


Americans  have  the  opportunity  to  acquire  the  skills  they  need  to 
participate  fully  in  today’s  economy.  Chapter  5  of  this  Report  de¬ 
scribes  the  major  components  of  the  Administration’s  lifelong  learn¬ 
ing  approach;  we  summarize  them  here. 

Expanded  support  for  Head  Start — funding  for  which  increased 
by  45  percent  between  the  fiscal  1993  and  fiscal  1995  budgets — has 
ensured  that  fewer  disadvantaged  children  will  have  their  opportu¬ 
nities  shut  off  even  before  they  reach  kindergarten.  Goals  2000  has 
put  in  place  a  national  framework  for  school  assessments  to  help 
citizens  throughout  the  country  evaluate  how  well  their  local 
schools  are  achieving  basic  educational  goals.  The  School-to-Work 
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Chart  1-6  Average  Annual  Earnings  by  Educational  Attainment 

The  gap  in  earnings  between  college  graduates  and  workers  with  less  education  has 

widened  among  both  men  and  women. 

Thousands  of  t992  dollars  Thousands  ol  1992  dollars 
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Note:  Data  are  for  year-round,  fulMime  wodrers  18  years  old  and  older.  Observations  for  1991  and  1992  are  not 
directly  comparable  to  those  from  prior  years. 

Source:  Department  of  Commerce. 


transition  program  has  provided  support  to  States  to  develop  part¬ 
nerships  between  schools  and  businesses,  to  facilitate  the  process 
of  moving  high  school  graduates  into  promising  job  opportunities  or 
further  training  and  education. 

Two  innovative  education  progframs  developed  by  the  Adminis¬ 
tration  during  its  first  2  years  are  AmeriCorps  (the  national  service 
program)  and  the  income  contingent  student  loan  program.  The 
former  provides  Americans  with  the  opportunity  to  participate  in 
community  service  projects  while  earning  funds  that  can  be  used 
to  pay  for  college  or  other  postsecondary  education.  The  income 
contingent  student  loan  program  both  reduces  the  cost  of  student 
loans,  by  making  them  directly  available  from  the  Federal  Govern¬ 
ment  at  more  attractive  rates  than  those  offered  by  private  sector 
lenders,  and  makes  loan  repayment  after  college  less  burdensome 
by  allowing  repayments  to  vary  with  the  borrower’s  postcollege  in¬ 
come.  This  program  addresses  one  of  the  major  capital  market  im¬ 
perfections  that  discourages  many  Americans  from  attending  col¬ 
lege  at  a  time  when  the  returns  to  higher  education  have  increased 
dramatically. 


INVESTING  IN  SCIENCE  AND  TECHNOLOGY 

As  the  analysis  in  Chapter  3  indicates,  advances  in  scientific  and 
technologicEil  knowledge  are  another  important  determinant  of 
long-run  productivity  growth.  Moreover,  as  the  history  of  this  and 
other  nations  demonstrates,  public  investment  has  long  played  a 
vital  role  in  promoting  scientific  discovery  and  technological 
change.  At  the  heart  of  the  dramatic  improvements  in  agricultural 
productivity  in  the  United  States  over  the  last  century  have  been 
the  research  efforts  conducted  at  federally  supported  land-grant 
colleges  and  the  rapid  dissemination  of  their  results  to  millions  of 
American  farmers  through  the  agricultural  extension  services  sup¬ 
ported  by  the  Department  of  Agriculture.  Similarly,  Federal  invest¬ 
ments  to  promote  research  in  public  health,  primarily  through  the 
National  Institutes  of  Health,  have  produced  many  commercially 
successful  new  drugs,  new  treatment  regimes,  and  innovative  medi¬ 
cal  equipment,  which  are  the  foundations  of  America’s  premier  po¬ 
sition  in  the  global  biotechnology  and  medical  equipment  indus¬ 
tries. 

Federally  supported  research  during  World  War  II  and  the  cold 
war  promoted  or  accelerated  the  development  of  many  new  tech¬ 
nologies  for  defense  purposes — such  as  jet  engines,  computers,  and 
advanced  materials — that  eventually  found  widespread  success  in 
commercial  markets.  One  of  the  most  successful  computer-based  in¬ 
novations  created  by  the  Defense  Department  and  adopted  by  the 
private  sector  is  the  Internet,  which  began  life  as  ARPANET,  a 
geographically  distributed  computer  communications  system  de¬ 
signed  to  link  researchers  located  at  universities  around  the  coun¬ 
try.  Today  tens  of  millions  of  people  around  the  world  are  commu¬ 
nicating  via  the  Internet  for  business,  educational,  and  recreational 
purposes. 

Most  Federal  investments  in  science  and  technology  support  the 
realization  of  a  particular  national  mission — for  example,  increas¬ 
ing  national  security  or  enhancing  public  health.  But  economists 
have  long  recognized  that  there  is  a  powerful  rationale  for  Federal 
support  to  increase  the  general  level  of  scientific  investigation  and 
technological  innovation.  Markets  shape  the  behavior  of  private 
participants  through  incentives,  but  individuals  and  companies 
may  invest  too  little  in  research  and  development  (R&D),  because 
market  incentives  do  not  reflect  the  full  value  to  society  of  such  in¬ 
vestment.  Significant  economic  gains  from  scientific  discovery  and 
technological  innovation  may  remain  unexploited  because  markets 
alone  cannot  guarantee  that  the  innovator  will  capture  all  or  even 
most  of  the  economic  returns  to  innovation.  This  is  particularly 
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true  of  basic  research,  which  increases  the  store  of  fundamental 
knowledge  that  underlies  most  technological  innovation.  But  it  is 
also  true  of  many  generic  technologies,  the  benefits  of  which  flow 
quickly  and  in  some  cases  automatically  beyond  the  laboratory  or 
the  factory  floor  where  they  were  invented. 

Empirical  research  tends  to  support  these  analytical  arguments. 
As  Chapter  3  documents,  the  estimated  annual  social  rate  of  return 
to  R&D  spending  can  be  as  high  as  50  percent,  much  higher  than 
the  average  estimated  private  rate  of  return  of  20  to  30  percent. 

This  Administration  has  built  on  the  strong  bipartisan  tradition 
of  Federal  support  for  basic  research  and  technological  innovation. 
Even  as  overall  discretionary  spending  has  remained  approxi¬ 
mately  constant  in  nominal  terms.  Federal  spending  on  science  and 
technology  in  this  Administration  has  edged  upward.  Moreover,  as 
Chapter  4  discusses  in  greater  detail,  the  Administration  has  intro¬ 
duced  several  policy  innovations  to  enhance  the  efficiency  of  Fed¬ 
eral  R&D  support  and  to  refocus  it  in  ways  that  reflect  tighter 
budgetary  constraints,  the  new  national  security  environment,  and 
changing  market  conditions  in  high-technology  industries. 

REINVENTING  GOVERNMENT 

Through  the  Vice  President’s  National  Performance  Review 
(NPR),  the  Administration  has,  from  its  inception,  taken  on  the  dif¬ 
ficult  but  critical  task  of  reinventing  government. 

When  an  organization  in  the  private  sector  becomes  unresponsive 
to  customers,  encumbered  by  inflexible  internal  rules,  saddled  with 
ineffective  management,  or  unwilling  to  buy  inputs  or  produce 
goods  and  services  at  lowest  cost,  it  will  lose  customers  to  rivals 
offering  lower  prices,  superior  products,  or  better  service.  If  the 
firm’s  customers  do  not  force  an  improvement  in  organizational  be¬ 
havior,  its  shareholders  may  replace  senior  management  directly  or 
do  so  indirectly  by  selling  the  company,  or  the  company  may  simply 
go  out  of  business. 

Public  sector  organizations,  on  the  other  hand,  often  lack  a  clear 
and  indisputable  bottom  line  for  their  performance  and  are  not 
subject  to  the  same  remorseless  pressures  that  force  private  firms 
to  function  efficiently.  The  Office  of  Management  and  Budget, 
along  with  relevant  congressional  committees,  attempts  to  monitor 
organizational  performance  within  the  Federal  Government.  But 
systematic  and  thoroughgoing  organizational  improvement  of  how 
the  government  functions  requires  strong  leadership  and  the  com¬ 
mitment  of  the  most  senior  executive  branch  officials — as  has  been 
provided  in  this  Administration  through  the  NPR. 

The  NPR  analyzed  the  characteristics  of  successful  organizations 
in  both  the  public  and  the  private  sector.  Four  principles  emerged 
from  this  analysis  as  key  to  success:  cutting  red  tape,  putting  cus- 
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tomers  first,  empowering  employees  to  get  results,  and  getting  back 
to  basics,  which  in  the  context  of  the  Federal  Government  means 
producing  a  government  that  “works  better  and  costs  less.”  To  im¬ 
plement  these  principles  throughout  the  Federal  Government,  the 
NPR  has  sought  ways  to  decentralize  decisionmaking  power  within 
agencies,  to  give  Federal  workers  the  tools  they  need  to  do  their 
jobs  and  hold  them  accountable  for  results,  to  replace  regulation 
with  incentives  and  market  solutions,  to  expose  Federal  operations 
to  competition,  to  eliminate  unnecessary  or  duplicative  government 
functions  and  rules,  and  to  establish  concrete  measures  of  success, 
one  of  which  is  customer  satisfaction  with  government  services. 

Through  the  end  of  1994  the  Administration’s  reinventing  gov¬ 
ernment  reforms  had  reduced  the  Federal  work  force  by  about 
100,000  employees,  out  of  a  total  reduction  of  272,000  planned  by 
1999,  and  essentially  shredded  the  10,000-page  Federal  personnel 
manual.  Other  NPR  initiatives — including  procurement  reform,  one 
of  its  notable  successes,  and  the  proposal  to  restructure  the  organi¬ 
zation  controlling  the  Nation’s  air  traffic  control  system — are  dis¬ 
cussed  in  Chapter  4. 

At  the  end  of  1994  the  Administration  announced  a  second  round 
of  NPR  reforms,  beginning  with  the  restructuring  of  three  cabinet 
departments  and  two  major  government  agencies.  The  reform  plan 
proposes  to  consolidate  60  existing  programs  in  the  Department  of 
Housing  and  Urban  Development  (HUD)  into  three  performance- 
based  funds.  This  will  enable  HUD  to  focus  its  mission  more  sharp¬ 
ly  on  promoting  economic  development  for  communities  and  facili¬ 
tating  transitions  to  economic  independence  for  needy  families.  The 
Department  of  Tremsportation  will  collapse  its  10  operating  agen¬ 
cies  into  3  and  consolidate  over  30  separate  grant  programs  to 
States  and  cities  into  one  flexible  transportation  infrastructure  pro¬ 
gram,  emphasizing  capital  investment  assistance.  And  the  Depart¬ 
ment  of  Energy  will  privatize  some  of  its  oil  and  gas  reserves,  sell 
its  excess  uranium,  reduce  costs  in  its  research  programs  and  lab¬ 
oratories,  and  substantially  reorganize  its  nuclear  waste  cleanup 
program. 

Taken  together,  the  NPR  reforms  announced  at  the  end  of  1994 
will  cut  $26  billion  from  government  spending  over  5  years.  Yet  an¬ 
other  phase  of  the  NPR  will  propose  additional  agency  restructur¬ 
ing  in  the  coming  months.  The  savings  from  these  and  other  re¬ 
forms  will  be  used  to  finsince  the  President’s  proposed  middle-class 
tax  cuts  and  to  continue  progress  on  reducing  the  Federal  deficit. 
With  these  additional  cuts,  discretionary  government  spending  as 
a  share  of  GDP  is  slated  to  fall  below  6  percent  by  the  year  2000, 
less  than  half  the  share  in  1970,  and  the  Federal  work  force  is  slat¬ 
ed  to  fall  to  its  lowest  level  in  the  decades. 
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OPENING  FOREIGN  MARKETS 

The  expansion  of  international  trade  is  integral  to  raising  Amer¬ 
ican  incomes,  and  exports  play  an  increasingly  important  role  in 
providing  a  livelihood  for  American  workers.  Between  1986  and 
1993  increased  exports  were  responsible  for  37  percent  of  U.S.  out¬ 
put  growth.  The  jobs  of  more  than  10  million  American  workers 
now  depend  on  exports,  and  export-related  jobs  pay  wages  signifi¬ 
cantly  above  the  average.  In  addition,  the  reduction  of  barriers  to 
trade  raises  standards  of  living  by  providing  a  wider  variety  of 
goods  at  lower  prices.  And  foreign  competition  leads  to  greater  effi¬ 
ciency  and  higher  quality  in  U.S.  production,  spurring  the  produc¬ 
tivity  growth  that  is  essential  for  real  income  growth. 

This  Administration  came  to  office  committed  to  opening  foreign 
markets  to  U.S.  exports  and  bringing  down  barriers  to  trade,  and 
it  has  achieved  remarkable  success.  As  detailed  in  Chapter  6,  the 
Uruguay  Round  agreement  of  the  General  Agreement  on  Tariffs 
and  Trade  (GATT)  will  bring  down  foreign  tariffs  facing  U.S.  ex¬ 
porters  by  about  a  third  on  average,  o|)en  foreign  markets  in  agri¬ 
cultural  products  and  services  for  the  first  time,  and  do  much  to 
establish  a  single  rulebook  for  all  trading  countries.  The  North 
American  Free  Trade  Agreement  (NAFTA)  with  Mexico  and  Can¬ 
ada  is  a  pathbreaking  accord  with  two  of  our  three  largest  trading 
partners,  achieving  a  degree  of  liberalization  well  beyond  that  of 
similar  international  agreements.  In  its  bilateral  negotiations,  the 
Administration  has  been  forceful  in  seeking  market-opening  meas¬ 
ures  in  Japan,  China,  and  other  countries  and  in  advancing  the  in¬ 
terests  of  U.S.  exports  through  its  National  Export  Strategy.  Fi¬ 
nally,  during  the  second  half  of  1994  the  Administration  helped 
launch  negotiations  that  will  lead  to  the  creation  of  open  and  free 
trade  areas  among  the  countries  of  the  Western  Hemisphere  by 
2005  and  among  the  countries  of  the  Asia-Pacific  Economic  Co¬ 
operation  forum  by  2020. 

The  Administration’s  efforts  come  at  a  moment  of  historic  oppor¬ 
tunity  in  the  global  trading  system.  Less  developed  countries  and 
the  economies  in  transition  from  central  planning,  having  recog¬ 
nized  the  importance  of  international  trade  in  fostering  economic 
growth,  are  now  willing  to  lower  their  barriers  to  imports.  The  Ad¬ 
ministration’s  efforts  in  NAFTA  and  in  encouraging  movement  to¬ 
ward  free  trade  areas  in  the  Western  Hemisphere  and  the  Asia-Pa¬ 
cific  region  have  established  an  environment  in  which  countries 
feel  they  must  participate  in  meaningful  trade  liberalization  efforts 
or  be  left  out. 

In  a  dynamic  world  economy,  trade  means  challenge  and  adjust¬ 
ment  as  well  as  opportunity.  The  Administration’s  domestic  eco¬ 
nomic  ijolicy  is  a  necessary  complement  to  its  trade  policy.  By  en¬ 
couraging  investment  and  research  and  development  to  maintain 
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and  increase  U.S.  competitiveness,  and  by  investing  in  people — 
maximizing  their  ability  to  acquire  skills  and  move  to  higher  pay¬ 
ing  jobs  in  newly  emerging  occupations — ^the  Administration  seeks 
to  ensure  that  Americans  gain  all  the  benefits  possible  from  com¬ 
peting  in  world  markets. 

THE  ADMINISTRATION’S  ECONOMIC  STRATEGY: 
THE  UNFINISHED  AGENDA 

For  all  of  its  remarkable  accomplishments,  the  American  econ¬ 
omy  continued  to  suffer  from  some  persistent  long-term  difficulties 
in  1994.  Although  improvement  was  seen  in  the  quality  of  new  jobs 
created,  the  real  earnings  of  American  workers  continued  to  stag¬ 
nate.  Long-term  unemployment  rates  remained  stubbornly  high, 
especially  when  viewed  against  the  backdrop  of  more  than  3  years 
of  economic  recovery.  The  unemplo3rment  rates  of  black  Americans 
remained  more  than  double  that  for  whites.  More  children  lived  in 
poverty  in  1993  than  in  any  year  since  1965,  despite  the  doubling 
of  real  GDP  over  the  same  period. 

In  light  of  such  disturbing  trends,  it  is  not  surprising  that  so 
many  Americans  feel  increasingly  cut  off  from  the  prosperity  of  an 
expanding  economy.  The  experience  of  1994  confirms  that  even 
though  a  strong  and  sustainable  economic  expansion  is  a  necessaiy 
condition  for  improving  the  living  standards  of  all  Americans,  it  is 
not  sufficient.  Still  other  policies  are  required  to  help  Americans 
obtain  the  skills  and  the  education  demanded  by  today’s  tech¬ 
nologies  and  international  markets,  and  to  cope  with  the  often  sig¬ 
nificant  dislocations  that  are  a  natural  feature  of  today’s  economy. 

Over  the  next  2  years  the  Administration  plans  several  major 
policy  initiatives,  including  tax  relief  for  middle-class  families,  wel¬ 
fare  reform,  health  care  reform,  and  continued  restructuring  or 
reinvention  of  the  Federal  Government.  In  addition,  the  President 
recently  announced  a  proposal  to  increase  the  minimum  wage  from 
its  current  level  of  $4.25  per  hour.  This  proposal  reflects  a  deter¬ 
mination  to  ensure  that  working  families  can  lift  themselves  out  of 
poverty,  as  well  as  a  recognition  that  inflation  has  reduced  sub¬ 
stantially  the  real  value  of  the  minimum  wage  (see  Chapter  5  for 
further  discussion  of  the  minimum  wage).  Every  one  of  these  policy 
initiatives  is  designed  to  keep  the  economic  expansion  and  deficit 
reduction  on  track  while  enabling  all  Americans  to  enjoy  the  bene¬ 
fits  of  a  healthy  American  economy. 

MIDDLE-CLASS  TAX  RELIEF 

A  little  over  50  years  ago  the  GI  Bill  of  Rights,  designed  to  help 
average  Americans  purchase  homes,  improve  their  educations,  and 
raise  their  families  was  signed  into  law.  The  GI  bill  helped  trans- 
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form  a  wartime  economy  into  an  extraordinarily  successful  peace¬ 
time  economy  and  in  the  process  helped  build  the  great  American 
middle  class.  At  the  end  of  1994  the  President  announced  a  new 
Middle  Class  Bill  of  Rights,  which  like  the  GI  Bill  of  Rights  from 
which  it  draws  its  inspiration,  is  designed  to  help  average  Ameri¬ 
cans  cope  with  the  demands  of  today’s  economy. 

The  Middle  Class  Bill  of  Rights  includes  a  three-part  tax  pack¬ 
age:  a  $500  per-child  tax  credit,  a  tax  deduction  for  up  to  $10,000 
for  annual  expenses  on  postsecondaiy  training  and  education,  and 
an  expansion  of  individual  retirement  accounts  (IRAs)  to  all  mid¬ 
dle-class  families.  An  estimated  87  percent  of  the  benefits  of  the 
proposed  tax  cuts  would  go  to  families  with  annual  incomes  under 
$100,000.  In  addition,  the  Middle  Class  Bill  of  Rights  contains  a 
plan  to  consolidate  over  50  government  training  programs  into  a 
single  training  voucher  system  that  would  allow  eligible  workers  to 
finance  the  training  they  need  to  obtain  emplo3anent.  What  ties  the 
package  together  is  the  belief  that  appropriately  structured  tax  re¬ 
lief  and  support  for  training  can  help  middle-class  Americans  in¬ 
vest  in  their  own  future  earning  power  and  that  of  their  children. 

The  Administration  proposes  a  $500  nonrefundable  tax  credit  for 
children  under  13  in  middle-class  families.  The  credit  would  be 
phased  out  between  $60,000  and  $75,000  of  annual  adjusted  gross 
income  (AGI).  This  measure  would  increase  the  income  tax  thresh¬ 
old  (below  which  no  income  tax  is  paid)  for  a  married  couple  in  the 
15-percent  tax  bracket  with  two  eligible  children  by  $6,667  (about 
a  30-percent  increase  over  the  current  threshold).  The  child-based 
tax  credit  complements  other  parts  of  the  Administration’s 
profamily  policy  agenda,  including  the  earned  income  tax  credit  ex¬ 
pansion  and  welfare  reform. 

The  proposed  credit  reflects  the  fact  that  the  existing  tax  allow¬ 
ance  for  children — the  dependent  exemption — ^has  not  kept  pace 
with  inflation  and  income  growth.  In  1948  the  real  value  of  each 
child’s  personal  exemption — $3,700  as  measured  in  1994  dollars — 
was  nearly  half  again  as  large  as  toda3r’s  $2,500  exemption.  Mean¬ 
while  many  of  the  costs  of  raising  children — especially  medical  care 
and  education — have  increased  far  more  rapidly  than  the  overall 
price  level.  And  child-rearing  costs  are  often  more  burdensome  for 
younger  families,  who  are  generally  at  a  stage  in  their  lives  when 
incomes  are  relatively  low.  For  all  these  reasons,  taxpayers  with 
children  may  have  a  substantially  reduced  ability  to  pay  income 
taxes. 

In  addition  to  the  child-based  tax  credit,  the  Administration  has 
proposed  a  tax  deduction  for  postsecondary  education  and  training 
expenses  (Box  1-4).  Each  year  of  postsecondary  education  or  train¬ 
ing  has  been  shown  to  boost  future  earnings  between  6  and  10  per¬ 
cent  on  average.  Meanwhile  the  costs  of  a  college  education  have 
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increased  much  faster  them  the  overall  consumer  price  index.  Mid¬ 
dle-class  families  have  become  less  able  to  afford  higher  education 
just  at  the  time  when  it  is  becoming  an  increasingly  critical  deter¬ 
minant  of  future  earnings. 


Box  1-4. — ^The  Proposed  Tax  Deduction  for  Postsecondary 
Education  and  Training 

The  Administration’s  tax  proposal  would  allow  a  deduction  of 
up  to  $10,000  for  amounts  spent  by  a  taxpayer  on  postsecond¬ 
ary  education  and  training  expenses  for  the  taxpayer  and  his 
or  her  spouse  and  dependents.  This  deduction  would  be  used 
in  determining  the  taxpayer’s  adjusted  gross  income.  The  max¬ 
imum  allowable  deduction  would  be  phased  out  for  taxpayers 
filing  a  joint  return  with  AGIs  (before  the  proposed  deduction) 
between  $100,000  and  $120,000.  For  a  taxpayer  filing  as  head 
of  household  or  single,  the  maximum  allowable  deduction 
would  be  phased  out  for  AGIs  between  $70,000  and  $90,000. 
Qualifying  educational  expenses  are  those  related  to  post- 
secondary  education  paid  to  institutions  and  programs  eligible 
for  Federal  assistance.  This  includes  most  public  and  nonprofit 
universities  and  colleges  and  certain  vocational  schools. 

Over  90  percent  of  femilies  could  potentially  benefit  from  the 
proposed  deduction. 


Businesses  have  long  been  allowed  to  deduct  the  costs  of  provid¬ 
ing  education  and  training  for  their  employees.  Yet  despite  the 
high  returns  and  the  high  costs  of  postsecondary  training  and  edu¬ 
cation,  the  current  tax  code  provides  only  limited  preferences  to  in¬ 
dividual  taxpayers  making  such  investments.  The  Administration’s 
proposal  will  help  ensure  that  the  income  teix  deductibility  of  train¬ 
ing  and  education  expenses  does  not  depend  on  one’s  employer  pay¬ 
ing  for  it.  But  more  imi)ortant,  it  will  provide  a  financial  incentive 
for  Americans  to  get  the  education  and  training  necessary  to  thrive 
in  a  changing  economy.  The  Administration’s  proposed  deduction 
recognizes  that  investment  in  human  capital,  like  investment  in 
physical  capital,  is  a  major  determinant  of  growth  in  productivity 
and  living  standards. 

'The  third  component  of  the  Administration’s  proposed  tax  pack¬ 
age  is  an  expansion  of  individual  retirement  accounts,  aimed  at  en¬ 
couraging  households  to  save  more  and  increase  the  Nation’s  worri- 
somely  low  private  saving  rate.  Under  current  law,  for  taxpayers 
with  employer-provided  pension  coverage,  eligibility  for  deductible 
IRAs  is  phased  out  for  AGIs  between  $40,000  and  $50,000  (for  mar¬ 
ried  couples  filing  joint  returns;  a  lower  threshold  applies  to  tax¬ 
payers  filing  as  single  or  head  of  household).  Neither  the  maximum 
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mum  annual  deductible  contribution  per  worker  ($2,000)  nor  the 
income  thresholds  are  indexed  for  inflation.  The  proposal  doubles 
the  existing  thresholds,  making  IRAs  completely  deductible  for 
married  couples  filing  joint  returns  with  incomes  below  $80,000,  re¬ 
gardless  of  pension  coverage,  and  allowing  partial  deductions  for 
those  with  incomes  up  to  $100,000.  In  addition,  the  income  thresh¬ 
olds  and  the  $2,000  contribution  limit  (both  set  in  1986)  would  be 
indexed  for  inflation.  Finally,  withdrawals  from  IRAs  would  be  al¬ 
lowed  without  penalty  to  buy  a  first  home,  to  pay  for  postsecondary 
education,  to  defray  large  medical  expenses,  or  to  cover  long-term 
unemployment  expenses.  As  already  noted,  faster  wage  and  income 
growth  is  possible  only  by  boosting  investment  and  saving  in  Amer¬ 
ica.  The  Administration’s  proposed  IRA  expansion  is  a  way  to  pro¬ 
mote  greater  awareness  of  personal  responsibility  for  saving. 

WELFARE  REFORM 

The  President  entered  office  with  a  promise  to  reform  the  welfare 
system  so  that  it  would  function  as  an  effective  safety  net  promot¬ 
ing  work  and  family,  rather  than  as  a  snare  enmeshing  poor  fami¬ 
lies  in  long-term  dependence.  Under  the  current  system  some  peo¬ 
ple  have  become  long-term  welfare  recipients — ^although  more  than 
one-third  of  all  women  who  ever  receive  AFDC  do  so  for  less  than 
2  years,  eilmost  one-fourth  end  up  receiving  AFDC  for  over  10  years 
during  their  lifetime.  And,  as  currently  structured,  the  welfare  sys¬ 
tem  in  effect  imposes  a  high  marginal  tax  rate  on  paid  employ¬ 
ment,  because  low-income  mothers  lose  their  AFDC  and  food  stamp 
benefits  and  eventually  their  medicaid  health  insurance  for  them¬ 
selves  and  their  children  when  they  take  a  job.  In  short,  for  many 
the  current  system  contains  powerful  disincentives  against  work 
and  in  favor  of  continued  welfare. 

The  fundamental  goal  of  eill  of  the  Administration’s  policies 
aimed  at  those  at  the  lower  end  of  the  income  distribution  is  to  in¬ 
crease  the  rewards  and  hence  the  incentives  to  work.  These  policies 
are  also  designed  to  ensure  that  those  willing  to  work  will  be  able 
to  live  above  the  poverty  level  (see  Box  1-5  for  a  discussion  of  how 
housing  reforms  relate  to  welfare  reform). 

The  Administration’s  proposed  welfare  reform  legislation,  the 
Work  and  Responsibility  Act,  will  help  make  work  pay,  by  ensuring 
that  welfare  recipients  obtain  the  skills  they  need  to  find  employ¬ 
ment,  and  by  eliminating  long-term  welfare  dependency  as  an  op¬ 
tion  for  those  able  to  work.  Under  the  Administration’s  plan,  wel¬ 
fare  recipients  who  are  job-ready  will  begin  a  job  search  imme¬ 
diately,  and  anyone  offered  a  job  will  be  required  to  take  it.  Sup¬ 
port  for  child  care  will  be  provided  to  help  people  move  from  de¬ 
pendence  to  independence.  For  those  not  ready  for  work,  the  Ad¬ 
ministration’s  proposed  reforms  will  provide  support,  job  training. 
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Box  1-5. — ^HUD  Reforms  and  Welfare  Reform 

The  Administration  has  proposed  m^or  reforms  aimed  at 
reinventing  the  Federal  Government’s  housing  programs. 
These  reforms  will  focus  the  efforts  of  the  Department  of  Hous¬ 
ing  and  Urban  Development  on  two  major  tasks:  empowering 
individuals  and  empowering  communities. 

The  Administration’s  proposals  for  empowering  individuals 
in  the  housing  market  bear  a  close  connection  to  its  proposals 
to  reform  welfare.  The  HUD  reforms  will  gradually  end  public 
housing  as  we  know  it,  moving  from  support  of  public  housing 
projects  to  support  of  individuals  who  need  housing.  The  cur¬ 
rent  system  impedes  the  job  mobility  of  public  housing  recipi¬ 
ents.  In  order  to  accept  a  job  in  another  community,  a  recipient 
may  have  to  give  up  the  subsidized  public  housing  he  or  she 
has  and  sign  up  at  the  bottom  of  a  waiting  list  for  housing  as¬ 
sistance  in  the  new  location.  In  addition,  public  housing  often 
concentrates  the  poor  in  areas  where  few  jobs  are  available 
close  at  hand.  Under  the  reinvention  proposal,  instead  of  being 
tied  to  a  particular  unit  in  a  public  housing  project,  households 
would  be  given  portable  rental  housing  certificates,  which 
could  be  used  to  obtain  housing  in  the  private  market.  This  re¬ 
form  would  encourage  mobility  between  jobs,  impose  market 
discipline  on  public  housing  authorities,  help  break  up  the  dys¬ 
functional  concentration  of  the  poor,  and  enable  individuals  to 
make  housing  choices  best  suited  to  their  needs.  In  all  these 
ways  the  HUD  reform  effort  complements  welfare  reform  by 
removing  barriers  to  participation  in  the  paid  labor  force. 

and  assistance  in  finding  a  job  when  they  are  ready.  Each  adult  re¬ 
cipient  of  AFDC  will  be  required  to  create  an  employability  plan, 
to  ensure  that  he  or  she  will  move  into  the  work  force  as  quickly 
as  possible.  Time  limits  on  receipt  of  welfare  benefits  will  require 
that  anyone  who  can  work,  must  work — in  the  private  sector  if  pos¬ 
sible,  in  a  temporary,  subsidized  job  if  necessary. 

'The  proposed  program  will  strongly  discourage  children  from 
bearing  children.  Parents  under  the  age  of  18,  if  they  apply  for  wel¬ 
fare  payments,  generally  will  not  be  allowed  to  set  up  independent 
households;  instead  they  will  receive  assistance  to  stay  in  school. 
'The  Administration’s  proposal  also  includes  funding  for  grants  to 
schools  and  communities  to  prevent  teen  pregnancy,  and  it  tough¬ 
ens  efforts  to  collect  child  support  from  all  absent  fathers — a  provi¬ 
sion  that  is  expected  to  double  Federal  collections  of  child  support 
payments,  from  $9  billion  to  an  estimated  $20  billion  by  2000. 
These  proposals  to  discourage  teen  pregnancy  and  to  foster  paren- 
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tal  responsibility  will  help  prevent  the  need  for  welfare  in  the  first 
place. 

In  welfare  as  in  other  areas  of  joint  Federal  and  State  respon¬ 
sibility  to  help  the  poor,  such  as  medicaid,  the  Administration  is 
committed  to  working  with  the  States  to  enhance  the  flexibility  and 
efficiency  of  programs.  For  this  reason  the  Administration  has  been 
an  active  proponent  of  granting  waivers  from  various  regulatory 
constraints,  to  allow  States  to  experiment  with  new  ways  of  design¬ 
ing  welfare  strategies  and  find  the  ones  that  best  suit  their  particu¬ 
lar  needs  and  characteristics.  During  its  first  2  years  in  office,  this 
Administration  granted  waivers  to  enable  24  States  to  undertake 
welfare  reform — ^more  than  all  previous  Administrations  combined. 

Partnerships  with  State  and  local  governments  take  many  forms. 
Box  1-6  describes  one  of  the  Administration’s  initiatives  for  work¬ 
ing  with  State  and  local  governments  to  encourage  community- 
based  solutions  to  economic  development  problems  in  poverty- 
stricken  areas. 

HEALTH  CARE  REFORM 

The  President  entered  office  with  a  pledge  to  reform  the  Nation’s 
health  care  system,  and  he  will  continue  to  work  with  the  Congress 
to  realize  this  objective  during  the  coming  year.  Reform  is  essential 
to  address  four  separate  but  interrelated  problems  of  the  current 
system,  which  if  left  unsolved  will  result  in  an  increasingly  heavy 
financial  burden  on  governments  and  individuals  (Box  1-7). 

First,  millions  of  Americans,  both  insured  and  uninsured,  do  not 
have  health  security.  Those  who  are  insured  face  the  risk  of  losing 
their  coverage,  at  least  temporarily,  if  they  lose  or  change  their 
jobs.  Meanwhile  the  number  of  uninsured  Americans  continues  to 
grow  at  an  alarming  rate. 

Second,  the  current  health  insurance  system  has  a  number  of 
shortcomings.  One  is  that  insurers  know  that  a  small  proportion  of 
the  population  incurs  the  bulk  of  medical  expenditures,  making  it 
profitable  to  screen  prospective  purchasers  to  determine  their  risk 
characteristics;  those  who  are  sick — ^who  have  so-called  pre-existing 
conditions — may  be  unable  to  purchase  insurance  altogether,  or 
may  only  be  able  to  purchase  it  at  exorbitant  prices.  Another  short¬ 
coming  is  that  people  unable  to  obtain  health  insurance  through 
their  employers  may  be  offered  coverage  only  at  prices  unaffordable 
for  many  Americans.  Still  another  is  that  many  insurance  policies 
do  not  cover  a  variety  of  large  financial  risks  (e.g.,  high-cost  ill¬ 
nesses),  although  these  are  exactly  the  kinds  of  risks  for  which  in¬ 
surance  is  most  needed. 

Third,  the  current  health  care  system  imposes  a  large  and 
unsustainable  burden  on  public  sector  budgets.  Governments  ac¬ 
count  for  nearly  half  of  all  health  care  spending  in  the  United 
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Box  1-6. — Empowerment  Zones  and  Enterprise  Communities 

OBRA93  contained  a  provision  to  create  9  empowerment 
zones  and  95  enterprise  communities  in  selected  localities 
across  the  Nation.  The  designated  zones  and  communities  will 
receive  significant  tax  benefits  and  new  Federal  resources  to¬ 
taling  an  estimated  $3.8  billion  over  the  next  5  years,  to  sup¬ 
port  economic  revitalization  and  community  development.  In 
December  1994  the  President  announced  the  areas  selected  to 
participate.  Selections  were  based  primarily  on  the  strength  of 
the  applicants’  proposed  strategies  for  community-based  devel¬ 
opment.  Cities  receiving  urban  empowerment  zones  are  At¬ 
lanta,  Baltimore,  Chicago,  Detroit,  New  York,  and  Philadel¬ 
phia/Camden.  Rural  empowerment  zones  designated  are  the 
Kentucky  Highlands  region  of  Kentucky,  the  Mid-Delta  region 
of  Mississippi,  and  the  Rio  Grande  Valley  in  Texas. 

The  empowerment  zone/enterprise  community  program  is 
based  on  the  notion  that  development  efforts  can  be  targeted 
to  areas  that  have  been  economically  left  behind.  Besides  re¬ 
ceiving  monetary  awards  totalling  $1.3  billion  in  financial  as¬ 
sistance  and  $2.5  billion  in  tax  benefits  over  the  next  5  years, 
the  selected  zones  and  communities  (as  well  as  nonselected  ap¬ 
plicants)  may  request  waivers  from  many  Federal  regulations, 
and  their  requests  will  be  processed  on  an  expedited  basis.  To 
date  over  1,200  such  requests  have  been  received.  Perhaps 
more  important,  the  areas  selected  generally  are  those  that 
have  effectively  mobilized  local  private  and  public  sector  re¬ 
sources  to  leverage  the  potential  Federal  commitments.  The 
application  process  encouraged  localities  to  harness  their  own 
creative  talents  and  financial  resources  to  frame  a  comprehen¬ 
sive  response  to  the  problems  of  local  economic  development. 

In  a  sense,  the  zones  eind  communities  selected  are  labora¬ 
tories  for  experiments  in  local  economic  development.  The  Fed¬ 
eral  Government  realizes  that  it  does  not  have  all  the  answers 
to  the  economic  development  conundrum;  instead  it  has  en¬ 
listed  institutions  at  the  State  and  the  local  level  (including 
the  private  and  nonprofit  sectors)  to  help  design  possible  solu¬ 
tions. 

For  the  program  to  work,  however,  successful  areas  and  the 
reasons  for  their  success  must  be  identified.  Therefore  a  com¬ 
prehensive  evaluation  process  will  follow  the  progress  of  the 
selected  zones  and  communities  and  report  periodically  on 
them.  The  evaluation  will  largely  determine  whether  the  pro¬ 
gram  should  be  replicated  elsewhere. 
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Box  l-7^The  CTost  of  Doing  Nothing  About  Health  Cate 

If  no  steps  are  taken  to  reform  the  Nation’s  health  care  sys¬ 
tem,  existing  trends  will  result  in  increased  health  care  costs 
and  reduced  health  insurance  coverage.  Neither  of  these  out¬ 
comes  is  desirable.  Without  reform: 

•  Per  capita  health  care  a>st8  will  rise  from  about  $3,300 
in  1993  to  about  $5,200  in  2000. 

•  Aggregate  health  care  costs,  currently  running  at  around 
14  percent  of  GDP,  will  increase  to  an  estimated  18  per¬ 
cent  of  GDP  by  2005. 

•  Health  care  expenditures  by  the  Federal  Government 
will  increase  from  21  percent  of  total  expenditures  in 
1994  to  26  percent  by  2000. 

•  Medicare  and  medicaid  expenditures  will  grow  at  9.1 
percent  and  9.2  percent  per  year,  respectively,  over  the 
foreseeable  future,  nearly  three  times  as  fast  as  overall 
consumer  prices. 

•  More  Americans  will  lose  health  insurance  coverage, 
adding  to  the  nearly  40  million  without  health  insurance 
in  1993. 

•  Wages  will  continue  to  be  held  down,  as  an  ever-greater 
proportion  of  total  compensation  is  paid  in  the  form  of 
health  benefits.  In  the  past  5  years,  health  care  benefit 
costs  per  employee  rose  at  about  twice  the  overall  rate 
of  inflation. 


States,  primarily  in  the  form  of  pa3nnents  for  medicaid  and  medi¬ 
care.  Since  1980  the  share  of  health  care  spending  in  the  Federal 
budget  has  doubled;  the  budgets  of  State  and  local  governments 
also  saw  larger  shares  going  toward  health  expenditures. 

Fourth,  the  current  health  care  system  suffers  from  numerous 
structural  features  that  may  keep  costs  high.  For  instance,  fee-for- 
service  providers  may  have  an  incentive  to  overprovide  care,  and 
provide  some  care  that  is  inappropriate  or  of  equivocal  value,  be¬ 
cause  they  are  generally  reimbursed  for  each  additional  test  or  pro¬ 
cedure  they  perform.  For  their  part,  consumers  often  do  not  have 
the  information  they  need  to  evaluate  the  differences  among  pro¬ 
viders  or  to  determine  whether  or  not  the  care  prescribed  for  them 
is  necessary.  Moreover,  in  a  system  dominated  by  third-party  pay¬ 
ers  (insurers),  consumers  seldom  have  a  strong  reason  to  be  di¬ 
rectly  concerned  about  the  cost-effectiveness  of  their  care.  Third- 
party  payers  have  responded  by  establishing  programs  to  review  di¬ 
agnoses  and  suggested  treatments.  Competition  among  insurers 
may  help  offset  some  of  the  effects  of  informational  as3mmetries. 
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Over  the  past  few  years,  under  the  pressure  of  rapidly  escalating 
costs,  the  private  health  care  system  has  begun  a  process  of  dra¬ 
matic  structural  change.  In  1988,  for  example,  only  about  29  per¬ 
cent  of  health  insurance  enrollees  were  in  some  form  of  managed 
care  plan,  in  most  cases  either  a  health  maintenance  organization 
(HMO)  or  a  preferred  provider  organization  (PPO).  By  1993  this 
figure  had  increased  to  51  percent.  Much  of  this  migration  toward 
managed  care  has  occurred  in  larger  firms,  where  nearly  60  per¬ 
cent  of  covered  employees  are  now  in  managed  care  plems.  Many 
analysts  credit  managed  care  with  keeping  health  care  costs  down. 
In  the  Far  West,  where  HMO  penetration  is  higher  than  elsewhere 
in  the  country,  real  spending  on  health  care  grew  more  slowly  over 
the  1980-91  period  than  in  any  other  region  in  the  country  (3.4 
percent  per  year  versus  a  national  average  of  more  than  4.5  per¬ 
cent).  In  part  as  a  result  of  these  changes,  there  is  some  promising 
evidence  that  growth  in  health  care  costs  in  the  private  sector  may 
be  slowing  somewhat.  For  instance,  medical  price  inflation  slowed 
to  a  5.4  percent  annual  rate  in  1993  and  slowed  still  further  to  4.9 
percent  in  1994.  Even  the  1994  rate,  however,  was  still  well  above 
the  oversdl  rate  of  inflation. 

For  a  variety  of  reasons  discussed  in  Chapter  2,  the  increases  in 
medicare  and  medicaid  spending  projected  for  the  coming  years 
have  been  revised  downward  significantly.  For  instance,  in  January 
1993  medicaid  expenditures  were  projected  to  increase  at  an  2m- 
nual  rate  of  nearly  15  percent  through  1997.  Yet  actual  medicaid 
expenditures  grew  by  only  11.8  percent  in  fiscal  1993  and  8.2  per¬ 
cent  in  fiscal  1994.  Accordingly,  the  1996  budget  projects  slower 
growth  in  medicaid  than  did  prior  budgets,  averaging  slightly  over 
9  percent  for  1996-2000.  The  situation  for  medicare  is  similar. 
Even  with  these  changes,  however,  health  care  spending  is  slated 
to  remain  the  most  rapidly  growing  component  of  the  Federal  budg¬ 
et  during  the  rest  of  this  century,  and  to  escalate  during  the  first 
decade  of  the  next  century,  partly  in  response  to  the  aging  of  the 
American  population. 

This  Administration  remains  firmly  committed  to  reforming  the 
current  health  care  system  in  order  to  expand  coverage,  contain 
costs,  and  curb  public  sector  deficits.  Last  year’s  debate  on  health 
care  reform  produced  a  consensus  on  several  key  points.  Many  of 
the  alternative  proposals  included  insurance  market  reforms,  such 
as  provisions  to  prevent  insurers  from  den3dng  coverage  to  those 
who  have  been  ill.  A  number  of  bills  recognized  the  importance  of 
providing  health  care  coverage  to  low-  and  middle-income  Ameri¬ 
cans,  especially  children.  It  is  possible  to  build  on  this  consensus 
and  achieve  real  reform. 

The  Administration  believes  that  any  successful  reform  must  ul¬ 
timately  be  comprehensive  in  scope,  even  if  it  proceeds  step  by 
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step.  This  belief  rests  on  the  reality  that  none  of  the  four  major 
problems  of  the  current  health  care  system  identified  above  can  be 
solved  in  isolation.  For  example,  any  attempt  to  impose  arbitrary 
caps  on  Federed  health  care  spending  without  more-fundamented 
reforms  would  simply  shift  more  government  program  costs  onto  ei¬ 
ther  State  and  local  governments  or  the  private  sector.  According 
to  one  recent  estimate,  uncompensated  care  and  government  pro¬ 
grams  that  reimbursed  hospitals  below  market  prices  shifted  about 
$26  billion  in  costs  onto  the  private  sector  in  1991.  Similarly,  any 
attempt  to  provide  universal  coverage  without  complementary 
measures  to  improve  competition  and  sharpen  the  incentives  for 
more  cost-conscious  decisions  by  both  providers  and  consumers 
would  mean  even  more  dramatic  increases  in  systemwide  costs. 
Limited  reforms  designed  to  eliminate  the  most  glaring  short¬ 
comings  of  private  insurance  markets,  although  desirable,  would 
not  solve  either  the  problem  of  providing  health  security  for  all 
Americans  or  the  problem  of  escalating  public  health  care  bills.  Fi¬ 
nally,  efforts  by  the  private  sector  to  control  costs  might  well  in¬ 
crease  the  number  of  Americans  without  health  insurance,  espe¬ 
cially  children  and  those  most  in  need  of  medical  attention. 

Ultimately,  meaningful  reform  of  the  Nation’s  health  care  system 
will  do  more  than  just  unburden  public  sector  budgets  and  provide 
health  security.  It  will  also  improve  living  standards.  For  years,  the 
rising  cost  of  health  care  has  forced  a  shift  in  the  composition  of 
the  typical  compensation  package  away  from  take-home  wages  and 
salaries  and  toward  fringe  benefits,  especially  health  insurance. 
Between  1966  and  1994  the  share  of  health  benefits  in  total  labor 
compensation  increased  from  2.0  i}ercent  to  7.2  percent,  while  the 
share  of  cash  compensation  correspondingly  fell.  In  absolute  terms 
average  real  take-home  pay  barely  increased:  most  of  the  gains  in 
total  compensation  were  realized  as  fringe  benefits.  In  short,  work¬ 
ing  men  and  women,  for  the  most  part,  paid  for  escalating  health 
costs  by  taking  home  lower  pay  than  they  would  have  otherwise. 
On  the  assumption  that  the  future  will  look  much  like  the  past,  the 
Administration  expects  that  any  benefits  of  a  reduction  in  health 
care  costs  resulting  from  meaningful  reforms  will  show  up  in  high¬ 
er  take-home  pay  for  working  Americans. 

CONCLUSION 

Nineteen  ninety-four  was  a  very  good  year  for  the  American 
economy.  Indeed,  robust  growth,  a  dramatic  decline  in  the  unem¬ 
ployment  rate,  low  inflation,  and  a  much  improved  outlook  for  the 
Federal  budget  combined  to  yield  the  best  overall  economic  per¬ 
formance  in  at  least  a  generation.  In  addition,  last  year’s  economic 
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performance  reinks  as  the  best  among  the  advanced  industrial 
countries  with  which  the  United  States  is  usually  compared. 

But  the  economic  successes  of  the  past  year  must  not  obscure  the 
long-term  economic  challenges  facing  the  Nation.  Some  of  these, 
like  the  dramatic  growth  in  entitlement  spending  projected  for  the 
first  few  decades  of  the  next  century,  or  the  disturbing  increase  in 
the  number  of  Americans  without  health  insurance,  result  in  large 
part  from  the  interaction  of  national  economic  policy  choices  with 
the  changing  demographics  of  the  American  population.  Others, 
such  as  the  persistent  decline  in  real  compensation  for  many 
groups  and  overall  increasing  income  inequality,  may  in  large  part 
result  from  worldwide  changes  in  technology  and  other  areas. 
These  changes  are  creating  a  new  world  economy  and  a  new  Amer¬ 
ican  economy,  which  hold  both  the  promise  of  a  more  prosperous 
future  and  the  threat  of  more  dislocation  and  adjustment  for  many 
American  workers  and  their  families. 

As  the  Nation  enters  the  last  half-decade  of  this  century,  this  Ad¬ 
ministration  has  already  put  in  place  some  important  foundations 
for  greater  prosperity.  Over  the  coming  year  we  look  forward  to 
working  with  the  Congress,  with  the  States,  and,  most  important, 
with  the  American  people,  to  address  the  Nation’s  long-term  eco¬ 
nomic  challenges  and  to  make  the  most  of  the  Nation’s  long-term 
economic  opportunities. 
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CHAPTER  2 

The  Macroeconomy  in  1994  and 
Beyond 

IN  1994  THE  AMERICAN  ECONOMY  enjoyed  a  balanced  and 
broad-based  expansion,  marked  by  rising  real  output,  declining  un¬ 
employment,  and  modest  and  stable  inflation.  Over  the  year,  real 
gross  domestic  product  (GDP)  advanced  4.0  percent  and  real  dis¬ 
posable  income  rose  4.3  percent.  Between  January  and  December 
1994  the  unemployment  rate  declined  1.3  percentage  points,  and 
3.5  million  more  payroll  jobs  existed  in  December  1994  them  in  De¬ 
cember  1993.  The  consumer  price  index  (CPI)  rose  by  2.7  percent, 
essentially  the  same  rate  recorded  over  the  past  3  years.  The 
economy’s  performsmce  in  1994  was  a  dramatic  improvement  over 
its  performance  at  the  beginning  of  the  recovery  from  the  1990-91 
recession,  when  output  growth  was  fitful  and  anemic,  and  over  its 
performance  in  1992,  when  despite  a  strong  gain  in  output,  employ¬ 
ment  growth  remained  lackluster.  Indeed,  the  combination  of  rapid 
job  growth  and  low  inflation  gives  1994  one  of  the  best  macro- 
economic  performances  on  record  (Chart  2-1). 

Initially,  recovery  from  the  1990-91  recession  was  hampered  by 
several  special  factors  including  large  household  and  business  debt 
burdens,  high  vacancy  rates  in  commercial  real  estate,  tight  credit 
practices  by  many  lenders,  stagnant  growth  in  much  of  the  rest  of 
the  world,  and  declining  Federal  purchases,  especially  of  military 
goods  and  services.  As  the  recovery  progressed,  all  but  the  last  of 
these  impediments  diminished  in  importance,  providing  a  more  fa¬ 
vorable  environment  for  a  pickup  in  economic  growth  and  job  cre¬ 
ation.  As  described  in  last  year’s  Report,  the  pace  of  expansion  also 
improved  as  a  result  of  a  substantial  decline  in  long-term  interest 
rates  in  1993  that  accompanied  first  the  anticipation  and  then  the 
passage  of  the  Administration’s  deficit  reduction  package  in  August 
of  that  year.  Lower  interest  rates  strengthened  the  interest-sen¬ 
sitive  components  of  private  spending,  which  in  turn  bolstered  the 
rest  of  the  economy. 

The  expansion  of  output  and  jobs  that  characterized  the  second 
half  of  1993  persisted  and  strengthened  in  1994,  despite  a  shift  to¬ 
ward  tighter  monetary  and  fiscal  policies.  In  February  1994  the 
Federal  Reserve  began  reducing  the  degree  of  monetary  accommo¬ 
dation,  and  by  the  end  of  the  year  the  resulting  increase  in  interest 
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Chart  2-1  Job  Creation  and  Inflation 

Compared  with  the  experience  of  the  1980s  and  early  1990s,  the  economy  in  1994 
produced  a  large  number  of  jobs  with  low  inflation. 

Millions  of  payroll  jobs  aeated 


Percent  change  In  CPI  less  food  and  energy 
Note:  Data  represent  changes  from  December  to  December. 

Source:  Department  of  Labor. 


rates  was  substantial.  Continued  fiscal  restraint  was  also  signifi¬ 
cant,  as  evidenced  by  a  decline  of  $20  billion  in  the  structural 
budget  deficit  ($40  billion  excluding  special  factors  like  deposit  in¬ 
surance)  during  fiscal  1994.  Nevertheless,  investment  and  con¬ 
sumption  spending  remained  strong.  High  rates  of  inventory  accu¬ 
mulation  through  most  of  the  year  signaled  business  confidence 
about  future  demand  for  output,  as  did  business  investment  in 
equipment  and  structures,  which  rose  12.9  percent  over  the  year. 
Households,  too,  showed  substantial  optimism  about  their  income 
and  employment  prospects,  as  purchases  of  motor  vehicles  and  ex¬ 
isting  homes  as  well  as  residential  construction  were  at  high  levels 
despite  rising  interest  rates.  Overall,  the  economy  grew  at  a  faster 
rate  than  virtually  all  forecasters  had  projected  at  the  start  of 
1994,  and  it  did  so  despite  interest  rates  that  were  much  higher 
than  forecast  at  that  time. 

The  performance  of  inflation  in  1994  was  equally  impressive, 
with  most  price  measures  near  forecasts  made  at  the  beginning  of 
the  year,  despite  much  stronger  than  expected  levels  of  output  and 
employment.  These  price  developments  reflected  continued  growth 
above  trend  in  labor  productivity  and  a  surprisingly  modest  in¬ 
crease  in  hourly  compensation.  As  discussed  below,  compensation 
increased  less  than  would  have  been  expected  based  on  historical 
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experience,  indicating  possible  changes  in  the  dynamics  of  the  labor 
market. 


CLOSING  IN  ON  POTENTIAL  OUTPUT 

Over  the  last  2  years  the  economy  has  grown  at  an  average  an¬ 
nual  rate  of  3.6  percent,  as  aggregate  demand  rebounded  from  the 
1990-91  recession  and  the  sluggish  growth  that  initially  followed 
it.  In  part  the  economy’s  expansion  was  accomplished  through  an 
increase  in  the  quantity  and  quality  of  the  labor  force  and  through 
net  additions  to  the  capital  stock,  the  latter  financed  by  both  do¬ 
mestic  saving  and  foreign  borrowing.  In  part  average  labor  produc¬ 
tivity  increased  as  a  result  of  efficiency-enhancing  technologies  em¬ 
bedded  in  the  capital  stock.  But  to  a  significant  extent,  output  was 
able  to  satisfy  the  strong  growth  of  aggregate  demand  in  1994,  be¬ 
cause  workers  who  had  been  unemployed  were  reemployed,  and  be¬ 
cause  capital  that  had  been  idle  or  underutilized  was  brought  back 
on  line  or  utilized  more  intensively.  By  the  end  of  1994,  however, 
both  labor  and  capital  utilization  rates  were  in  ranges  that  sug¬ 
gested  little  remaining  slack. 

As  the  margin  of  underutilized  capital  and  labor  reserves  dimin¬ 
ishes,  the  economy’s  growth  rate  becomes  increasingly  constrained 
by  the  rates  of  growth  of  new  entrants  into  the  labor  force,  net  ad¬ 
ditions  to  the  capital  stock,  and  the  productivity  of  labor  and  cap¬ 
ital  owing  to  technological  progress  and  to  improvements  in  the 
quality  of  the  labor  force.  Over  the  long  run  these  factors  deter¬ 
mine  the  economy’s  growth  rate  of  potential  output.  If,  in  the  ab¬ 
sence  of  slack  in  labor  or  product  markets,  growth  in  aggregate  de¬ 
mand  outstrips  growth  of  the  economy’s  potential  output,  pressures 
to  increase  wages  and  prices  are  likely  to  mount,  increasing  the 
probability  of  a  rise  in  inflation.  In  turn,  the  buildup  of  wage  and 
price  pressures  is  likely  to  cause  interest  rates  to  rise,  dampening 
aggregate  demand  growth  and  bringing  it  back  in  line  with  the 
growth  of  potential  output. 

The  preponderance  of  the  available  empirical  evidence  suggests 
that  the  growth  rate  of  potential  output  is  currently  around  2.5 
percent.  But  the  economy’s  strong  performance  in  1994  has  caused 
some  observers  to  speculate  that  the  growth  rate  of  potential  out¬ 
put  is  now,  or  soon  will  be,  higher.  This  h3q)othesis  is  examined  in 
Chapter  3,  which  analyzes  the  major  factors  behind  the  economy’s 
long-run  growth  potential.  The  remainder  of  this  chapter  analyzes 
the  economy’s  macroeconomic  performance  in  1994,  a  year  during 
which  the  margins  of  slack  were  sharply  reduced.  This  chapter  also 
examines  the  course  of  fiscal  and  monetary  policy  in  1994,  looks  at 
the  surprising  rise  in  long-term  interest  rates,  and  presents  the  Ad¬ 
ministration’s  economic  forecast  for  the  1995-2000  period. 
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OVERVIEW  OF  THE  ECONOMY  IN  1994 

A  sector-by-sector  look  at  economic  performance  provides  a  clear¬ 
er  picture  of  the  factors  contributing  to  the  continued  strong  expan¬ 
sion  in  1994. 

BUSINESS  FIXED  INVESTMENT 

A  key  factor  driving  the  current  expansion  has  been  the  rapid 
growth  of  business  fixed  investment,  particularly  spending  on  cap¬ 
ital  equipment  (Chart  2-2).  Between  the  trough  of  the  1990-91  re¬ 
cession  and  the  end  of  1994,  investment  in  producers’  durable 
equipment  (PDE)  increased  at  an  average  annual  rate  of  12.8  per¬ 
cent,  while  real  GDP  rose  at  an  annual  rate  of  3.1  percent.  (Table 
2-1  summarizes  the  growth  of  GDP  by  component.) 

Chart  2-2  Growth  in  Real  Nonresidential  Investment 

Investment  in  business  equipment  has  surged  during  the  current  expansion,  but  investment 
in  nonresidential  structures  has  just  begun  to  increase. 


1985  1986  1987  1988  1989  1990  1991  1992  1993  1994 


Source:  Department  of  Commerce. 

The  extraordinary  growth  in  PDE  reflects  the  strong  growth 
posted  by  spending  on  both  computers  and  noncomputer  equip¬ 
ment.  Since  the  current  expansion  began,  real  investment  in  com¬ 
puters  and  peripheral  equipment  has  increased  at  an  average  an¬ 
nual  rate  of  33.9  percent,  while  real  spreading  on  equipment  other 
than  computers  has  increased  at  an  annual  rate  of  about  8  percent. 
As  a  share  of  real  GDP,  noncomputer  investment  during  1994  was 
higher  than  at  any  time  since  separate  records  were  first  kept  for 
computer  and  noncomputer  investment  spreading.  Over  1994,  PDE 
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Table  2-1. —  GDP  Scorecard  for  1994 

[Real  growth  fourth  quarter  to  fourth  quarter] 


Component 

Percent 
change, 
except 
as  noted 

Comments 

Consumer  expenditures . 

3.4 

Strong  gains  in  employment  as  well  as  in  households'  will¬ 
ingness  to  increase  levels  of  indebtedness  accounted  for 
broad-based  increases  in  consumer  spending. 

Producers'  durable  equipment . 

15.6 

The  real  success  story  underlying  the  strength  of  the  cur¬ 
rent  expansion. 

Housing . 

1.9 

Residential  investment  showed  remarkable  resilience  in  the 
face  of  rising  interest  rates  throughout  1994,  partly  due 
to  adjustable-rate  mortgages. 

Nonresidential  structures . 

4.2 

This  sector  rebounded  after  a  surplus  of  commercial  and 
industrial  real  estate  led  to  no  growth  during  the  early 
part  of  the  expansion. 

Change  in  inventory  investment  > 

(billions  ot  1987  dollars) . 

$37.1 

A  key  to  maintaining  momentum  in  the  economy  during 
1994. 

Federal  Government  purchases . 

-6.2 

Corporations  were  not  the  only  organizations  downsizing  in 
the  current  expansion.  Federal  spending  was  a  net  drag 
on  economic  growth  in  1994. 

Exports  of  goods  and  services . 

10.2 

A  marked  Increase  in  exports  reflected  the  pace  of  eco¬ 
nomic  recoveries  abroad. 

Imports  of  goods  and  services  . 

143 

Strong  consumption  and  investment  demand  showed  up  in 
imports  during  1994.  Computers  and  computer  compo¬ 
nents  accounted  for  much  of  the  ronup. 

‘Change  between  1993  and  1994  in  annual  Inventory  investment. 
Note.-^ata  are  preliminary. 

Source:  Department  of  Commerce. 


spending  reflected  especially  robust  investment  in  cars  and  trucks, 
total  sales  of  which  to  business  and  households  rose  to  15  million 
units. 

Whereas  gross  investment  in  PDE  has  been  on  a  fairly  steady 
upward  trend  for  most  of  the  postwar  period,  the  trend  in  net  in¬ 
vestment  (that  is,  net  of  depreciation)  is  less  pronounced.  Because 
the  composition  of  PDE  investment  has  shifted  toward  short-lived 
equipment,  such  as  computers,  a  growing  proportion  of  gross  in¬ 
vestment  each  year  represents  replacement  of  existing  capital  stock 
rather  than  a  net  increase  in  its  oversdl  level.  The  growing  wedge 
between  gross  and  net  real  PDE  investment  is  illustrated  by  the 
fact  that  depreciation  of  PDE,  relative  to  GDP,  rose  to  roughly  6.5 
percent  in  1994  from  about  5.8  percent  a  decade  earlier.  Gross  in¬ 
vestment  has  beneficial  effects  on  the  economy,  contributing  to  in¬ 
come  growth  and  facilitating  the  introduction  of  new  technologies 
into  the  production  process.  But  net  investment  is  even  more  im¬ 
portant  to  the  Nation’s  economic  well-being,  because  by  adding  to 
the  amount  of  capital  per  worker,  it  raises  labor  productivity  and 
the  long-run  earning  potential  of  workers. 

The  other  major  component  of  business  investment  is  spending 
on  nonresidential  structures,  including  office  buildings,  shopping 
malls,  and  retail  stores.  During  1994  the  shadow  cast  over  this  sec- 
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tor  of  the  economy  by  overbuilding  during  the  1980s  began  to  fade, 
and  nonresidential  investment  in  structures  increased  4.2  percent. 
The  supply  of  bank  credit  for  new  construction  appeared  to  be  plen¬ 
tiful,  and  increased  demand  for  office  and  industrial  space  was  re¬ 
flected  in  a  fall  in  vacancy  rates  in  some  parts  of  the  country.  Con¬ 
tract  awards  for  commercial  and  industrial  construction  increased 
during  the  second  half  of  1994,  and  sales  prices  for  office,  indus¬ 
trial,  and  other  commercial  structures  posted  solid  increases  during 
the  year. 

CONSUMER  SPENDING 

A  favorable  environment  for  consumer  credit  and  strong  gains  in 
emplo3mient  contributed  to  healthy  increases  in  consumer  spending 
and  sentiment  during  1994.  Personal  consumption  spending  ad¬ 
vanced  at  a  3.4-percent  pace  during  the  year,  led  by  an  8.1-percent 
rise  in  purchases  of  consumer  durables.  In  turn,  durable  goods  pur¬ 
chases  were  buoyed  by  double-digit  growth  in  consumer  expendi¬ 
ture  on  furniture  and  household  equipment,  especially  video,  audio, 
and  computer  equipment.  Consumer  sentiment  returned  to  pre¬ 
recession  levels  early  in  the  year  and  surged  to  a  5-year  high  at 
the  end. 

Households  increased  their  indebtedness  in  1994,  as  the  ratio  of 
debt  to  disposable  |>ersonal  income  reached  a  record  81  percent 
(Chart  2-3).  Undoubtedly,  households  were  reacting  in  part  to  the 
fact  that  the  cost  of  borrowing  had  declined  dramatically  during 
1993  and  remained  low  throughout  much  of  1994.  Growth  of 
consumer  credit  may  also  have  been  spurred  by  the  proliferation  of 
credit  card  programs  that  offer  rewards  to  cardholders — such  as  di¬ 
rect  rebates  on  purchases  or  frequent-flyer  miles — ^based  on 
amounts  charged.  Nonetheless,  as  in  1993,  Americans  devoted  the 
smallest  fraction  of  their  dispHjsable  income  to  scheduled  pa3anents 
on  principal  and  interest  since  1984.  The  decline  represented  a  sub¬ 
stantial  windfall  for  debtor  households:  had  the  debt-service  burden 
remained  at  its  1989  peak,  the  average  American  household  would 
have  paid  about  $965  more  in  principal  and  interest  during  1994. 
The  reduction  in  the  debt-service  burden,  which  primarily  reflected 
lower  financing  costs  on  mortgages,  freed  up  income,  fueling  part 
of  the  increase  in  household  discretionary  spending. 

An  increase  in  the  personal  saving  rate  occurred  toward  the  end 
of  the  year,  with  the  rate  rising  to  4.6  percent  in  the  fourth  quarter 
from  3.6  percent  in  the  first  quarter.  In  part  this  rise  reflected  a 
likely  worsening  in  the  ratio  of  net  worth  to  income,  as  household 
debt  burdens  rose  relative  to  income,  while  household  assets — such 
as  corporate  equity — declined  slightly  relative  to  income. 
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Sources:  Department  of  Commerce  and  Board  of  Governors  of  the  Federal  Reserve  System. 


INVENTORIES 

The  sustained  pace  of  inventory  accumulation  during  1994  was 
in  marked  contrast  to  the  early  stages  of  the  recovery,  when  busi¬ 
nesses  refrained  from  rebuilding  inventories  out  of  concern  that  the 
recovery  might  lose  steam.  A  hefty  accumulation  of  inventory 
stocks  occurred  in  the  second,  third,  and  fourth  quarters,  particu¬ 
larly  in  the  wholesale  and  retail  trade  sectors.  Although  it  is  im¬ 
possible  to  know  with  certainty  to  what  extent  the  accumulation 
was  intended,  sales  and  shipments  were  also  robust,  so  that  there 
was  little  evidence  of  an  inventory  overhang  that  would  warrant 
significant  production  cutbacks  over  the  near  term.  Instead,  the 
pace  of  inventory  accumulation  in  the  trade  sector  suggests  that 
business  expected  continued  growth  in  demand  for  its  production. 
Inventory  accumulation  was  modest  in  the  manufacturing  sector, 
and  movement  in  the  manufacturing  inventory-to-sales  ratio  was 
dominated  by  the  strong  downward  trend  seen  the  past  several 
years. 

RESIDENTIAL  INVESTMENT 

Residential  fixed  investment  was  buoyed  throughout  1994  by 
growth  in  incomes  and  employment.  This  traditionally  interest-sen¬ 
sitive  sector  of  the  economy  showed  remarkable  resilience  in  the 
face  of  rising  interest  rates.  Housing  starts  totaled  1.5  million 
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units,  their  highest  level  since  1988,  with  single-family  home  starts 
posting  their  highest  annual  total  since  1978.  Although  a  slowdown 
in  residential  investment  took  hold  during  the  second  half  of  the 
year  as  real  investment  dropped  at  an  annual  rate  of  4.3  percent, 
average  1994  residential  investment  was  still  over  8  percent  great¬ 
er  than  the  average  for  1993.  Sales  of  existing  single-family  homes, 
at  just  under  4  million,  posted  the  highest  resale  total  since  1978. 

One  factor  that  sustained  the  strength  in  housing  in  1994  was 
the  increased  reliance  on  adjustable-rate  mortgages  (ARMs)  in  fi¬ 
nancing  home  purchases.  During  the  summer  of  1993  the  ARM 
share  of  mortgage  originations  was  only  about  17  percent — near 
the  historic  low  for  this  series.  By  November  1994,  however,  more 
than  half  of  all  mortgage  originations  were  ARMs — the  highest  pro¬ 
portion  in  more  than  5  years.  Not  only  were  many  ARMs  priced 
with  a  first-year  discount,  but  they  also  allowed  borrowers  to  struc¬ 
ture  their  payments  in  a  variety  of  ways;  for  example,  some  ARMs 
offered  fixed  rates  for  the  first  7  or  10  years.  The  pricing  of  ARMs 
mitigated  the  initial  cash  crunch  facing  many  home  buyers  and 
meant  that  fewer  families  were  priced  out  of  the  market  as  interest 
rates  rose  (Chart  2-4). 

Chart  2-4  Fixed-Rate  Mortgage  Interest  Rates  and  the  Share  of  ARMs 
Over  the  past  year,  more  home  buyers  turned  to  adjustable-rate  mortgages  (ARMs) 
as  rates  on  fixed-rate  mortgages  rose. 

Percent  Percent 


Construction  of  multifamily  units  gradually  picked  up  following 
the  overbuilding  of  the  1980s.  The  willingness  to  build  new  units 
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was  boosted  by  the  increased  availability  of  credit  for  such  con¬ 
struction  over  the  course  of  the  year.  During  1994,  multifamily 
housing  starts  rose  by  59  percent  relative  to  1993. 

EMPLOYMENT  AND  PRODUCTIVITY 

The  strength  of  the  expansion  in  1994  was  accompanied  by  a 
rapid  pace  of  job  creation.  According  to  current  estimates  the  econ¬ 
omy  generated  an  average  of  290,000  new  payroll  jobs  per  month, 
for  a  total  of  3.5  million  jobs,  more  than  90  percent  of  which  were 
in  the  private  sector.  An  early  analysis  of  forthcoming  revisions  to 
estimates  of  payroll  employment  indicates  that  the  job  gedns  in 
1993  and  1994  may  prove  to  have  been  even  stronger.  For  the  12 
months  ending  in  March  1994,  the  Bureau  of  Labor  Statistics 
(BLS)  estimates  that  as  many  as  760,000  additional  jobs  may  have 
been  created.  When  the  revised  data  are  released  next  summer,  it 
is  expected  that  the  job  gains  since  the  Administration  took  office 
will  have  exceeded  6  million. 

The  employment  gains  of  1994  were  spread  widely  throughout 
the  economy  (Table  2-2).  Among  goods-producing  industries,  con¬ 
struction  emplo3rment  posted  its  largest  annual  gain  in  a  decade, 
while  manufacturing  employment  recorded  its  largest  increase 
since  1987.  However,  almost  85  percent  of  the  advance  in  pa3rroll 
employment  was  concentrated  in  the  services  sector,  with  20.3  per¬ 
cent  originating  in  the  business  services  category  (temporary  agen¬ 
cies,  building  maintenance,  and  the  like)  and  another  7.3  percent 
in  the  health  services  industry.  Employment  of  Federal  workers  de¬ 
clined  by  46,000. 


Table  2-2. —  Growth  in  Noruigricultural  Payroll  Employment 


Sector 

Employment  in 
Decmber  1994  ‘ 
(thousands 
of  persons) 

Change  since  December  1993 ' 

Thousands 
of  persons 

As  percent  of 
total  change 

115.864 

3,490 

100.0 

Goods-producing  industries  ’ 

23,779 

553 

15.8 

Construction 

4.956 

298 

8.5 

Manutactunng 

18.226 

277 

7.9 

Durable  goods . 

10.419 

250 

7.2 

Services-producing  industnes’ 

92.085 

2,937 

84.2 

Retail  trade 

21,297 

811 

23.2 

Business  services 

6.817 

710 

20.3 

Health  services 

9.153 

256 

7.3 

Government . 

19.491 

252 

7.2 

Federal  . 

2,872 

-46 

-13 

State  and  local . 

16.619 

298 

8.5 

■  Preliminary. 

2  Includes  industries  not  shown  separately. 
Note. — Data  are  not  seasonally  adjusted. 
Source:  Department  of  Labor. 


Although  job  creation  has  been  exceedingly  strong  during  the 
past  2  years,  some  analysts  have  expressed  concern  about  the  qual- 
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ity  of  the  jobs  created.  In  particular,  it  has  been  noted  that,  during 
the  late  1980s  and  the  early  part  of  this  decade,  job  growth  in  the 
traditionally  high-wage  manufacturing  sector  lagged  increasingly 
behind  gains  in  the  relatively  low-paying  services  sector.  Less  fre¬ 
quently  cited,  however,  is  the  fact  that  recent  gains  in  employment, 
although  concentrated  in  relatively  low-wage  industries,  have  at 
the  same  time  favored  high-wage  occupations. 

For  example,  according  to  BLS,  managerial  and  professional  oc¬ 
cupations  represented  26.5  percent  of  total  employment  in  1992.  In 
1993  this  share  rose  to  27.1  percent.  Although  the  data  for  1994 
are  not  directly  comparable  because  of  the  introduction  of  a  new 
survey  of  household  unemployment,  the  share  of  total  employment 
accounted  for  by  managerial  and  professional  occupations  last  year 
rose  to  27.5  percent.  Managerial  £md  professional  jobs  paid  a  me¬ 
dian  wage  for  full-time  employees  of  $680  per  week — some  47  per¬ 
cent  above  the  median  wage  of  all  full-time  workers. 

One  characteristic  of  recent  job  growth  that  warrants  concern 
has  been  the  increase  in  the  share  of  new  jobs  accounted  for  by 
temporary  jobs.  Employment  at  so-called  help  supply  services  (the 
best  available  measure  of  temporary  employment)  has  accounted 
for  13.8  percent  of  all  new  jobs  created  during  the  current  expan¬ 
sion.  By  comparison,  over  the  1982-90  i)eriod,  only  4.4  percent  of 
total  growth  in  emplojmient  was  in  the  help  supply  services  cat¬ 
egory. 

With  the  sharp  job  gains  in  1994,  the  civilism  unemployment  rate 
fell  by  more  than  1  percentage  point,  from  6.7  percent  in  January 
to  5.4  percent  in  December.  Despite  the  fact  that  the  new  survey 
method  is  likely  to  have  raised  the  measured  unemployment  rate, 
December’s  rate  was  the  lowest  since  1990  (Box  2-1).  Nevertheless, 
over  the  current  expansion,  the  average  duration  of  unemployment 
has  increased,  and  the  share  of  unemployed  workers  reporting  per¬ 
manent  job  losses  has  risen. 

Not  only  were  more  people  working  in  1994,  but  they  were  work¬ 
ing  longer  hours.  In  the  manufacturing  sector,  emplo3rment  posted 
its  first  annual  increase  since  1988,  and  both  the  factory  workweek 
and  manufacturing  overtime  hours  increased  to  postwar  records. 
Labor  productivity  in  the  nonfarm  business  sector  has  also  been 
strong:  since  the  trough  of  the  recession  in  1991,  output  per  hour 
in  the  nonfarm  business  sector  has  risen  at  an  annual  rate  of  2.1 
percent,  well  above  most  estimates  of  its  long-run  trend.  Because 
productivity  generally  grows  at  above-trend  rates  during  a  cyclical 
rebound,  it  would  be  premature  to  conclude  that  there  has  been  an 
increase  in  the  long-run  trend  in  productivity  growth.  Chapter  3 
provides  a  more  detailed  discussion  of  the  factors  affecting  long-run 
productivity  growth. 
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Box  2-1. — The  Redesign  of  the  Current  Population  Siurvey 

The  Bureau  of  Labor  Statistics’  Current  Population  Survey, 
a  monthly  survey  of  households,  is  a  major  source  of  informa¬ 
tion  about  the  U.S.  labor  market.  The  monthly  unemployment 
rate  statistics  are  based  on  this  survey.  In  January  1994  a 
major  redesign  of  the  survey  was  implemented  to  give  a  more 
accurate  picture  of  the  work  force,  taking  into  account  changes 
in  the  patterns  of  employment  by  industry  and  changes  in  the 
labor  force  participation  of  women.  BLS  currently  estimates 
that  the  effect  of  the  new  survey  is  to  raise  the  measured  ag¬ 
gregate  unemployment  rate  by  0.2  percentage  point  relative  to 
the  old  survey. 


INCOMES  AND  PROFITS 

The  gains  in  employment  during  1994  were  reflected  in  strong 
aggregate  income  growth.  Real  disposable  income  increased  4.3 
percent  over  the  year.  Nonetheless,  the  gain  in  real  compensation 
per  hour  remained  modest.  Hourly  compensation,  as  measured  by 
the  employment  cost  index,  increased  3.0  percent,  barely  outpacing 
the  2.7-percent  increase  in  CPI  inflation. 

Based  on  a  statistical  relationship  between  the  unemployment 
rate  and  the  growth  rate  of  hourly  compensation,  actual  growth  in 
compensation  (with  the  compensation  measure  taken  from  the  na¬ 
tional  income  and  product  accounts,  or  NIPA)  was  lower  than 
would  have  been  expected.  The  same  was  true  in  1993.  Statistical 
relationships  are  meant  to  explain  only  average  historical  experi¬ 
ence,  and  their  predictions  can  err  substantially  on  a  year-by-year 
basis.  Nevertheless,  the  shortfall  in  actual  relative  to  predicted 
growth  in  hourly  compensation  averaged  1.4  percent  in  the  2 
years — a  shortfall  that  by  its  size  and  persistence  could  suggest 
some  substantial  changes  in  the  dynamic  behavior  of  the  labor 
market. 

The  increase  in  corporate  profits  in  1994  was  impressive.  Al¬ 
though  the  January  1994  earthquake  in  Northridge,  California,  de¬ 
pressed  profits  (so  that  first-quarter  profits  fell  by  18  percent  at  an 
annual  rate),  they  rebounded  quickly.  Despite  the  earthquake-re¬ 
lated  drop,  corporate  profits  increased  at  an  annual  rate  of  5.6  per¬ 
cent  over  the  first  three  quarters  of  1994. 

INFLATION 

Some  observers  expressed  concerns  during  1994  that  the  strong 
gains  in  employment  would  translate  into  upward  pressure  on 
labor  costs  and  prices  by  the  end  of  the  year.  Indeed,  the  prices  of 
some  highly  visible  commodities,  including  coffee,  cotton,  emd  basic 
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metals,  did  rise  by  significant  amounts  during  the  year.  In  addi¬ 
tion,  surveys  of  industrial  prices  by  the  National  Association  of 
Purchasing  Managers  and  the  Federal  Reserve  Bank  of  Philadel¬ 
phia  indicated  that  prices  in  the  industrial  sector  were  accelerat¬ 
ing.  Although  increases  in  commodity  prices,  particularly  among 
industrial  goods,  made  for  some  disturbing  headlines,  rising  com¬ 
modity  prices  are  a  normal  phenomenon  during  a  cyclical  rebound 
in  the  economy  and  do  not  typically  lead  to  a  noticeable  increase 
in  broader  measures  of  inflation.  However,  with  capacity  tight  in 
many  industries,  there  was  concern  that  commodity  price  increases 
would  spill  over  into  increases  in  other  goods.  Moreover,  for  the 
first  time  in  4  years,  import  prices  began  edging  up  more  rapidly 
than  overall  inflation. 

Despite  the  episodes  of  price  acceleration  for  some  commodities, 
and  despite  real  GDP  growth  that  sharply  reduced  slack  in  labor 
and  capital  markets,  broad  measures  of  inflation  remained  stable 
throughout  the  year  (Table  2-3).  Inflation  ended  the  year  about  in 
line  with  the  consensus  forecast  made  at  the  beginning  of  the  year. 
Core  CPI  and  PPI  inflation  rates  (measures  that  exclude  volatile 
food  and  energy  components)  were  lower  during  the  second  half  of 
1994  than  during  the  first  half  of  the  year.  Core  CPI  inflation  was 
just  2.6  percent  last  year — ^the  lowest  rate  since  1965  (Chart  2-5). 
(Box  2-2  Contains  a  discussion  of  problems  in  the  CPI  as  a  meas¬ 
ure  of  changes  in  the  cost  of  living.)  A  major  source  of  the  restraint 
in  inflation  was  modest  growth  in  employee  compensation  accom¬ 
panied  by  strong  growth  in  labor  productivity. 

REGIONAL  DEVELOPMENTS 

The  ongoing  effects  of  the  nationsd  economic  expansion  were  felt 
in  all  major  regions  of  the  country  during  1994.  Although  the  pace 
of  the  expansion  was  uneven  across  the  country,  all  major  regions 
(that  is,  all  nine  Census  divisions)  enjoyed  stable  employment  or 
outright  emplo3rment  growth,  steady  or  declining  unemployment 
rates,  and  real  growth  in  income  and  retail  sales. 

In  1994  the  Midwest  and  South  continued  along  the  moderate- 
to-strong  growth  path  established  over  the  preceding  2  years,  with 
payroll  emplo3m[ient  rising  2  to  3  percent,  unemployment  rates  fall¬ 
ing  steadily,  and  income  rising  more  than  6  percent.  In  the  North¬ 
ern  Plains  States  the  unemployment  rate  fell  below  4  percent — its 
lowest  level  in  15  years.  Peats  of  the  Northeast  also  grew  strongly. 
In  New  England,  employment  rose  nearly  2  percent  in  1994,  and 
the  unemployment  rate  dropped  to  below  the  national  average.  The 
Middle  Atlantic  region  displayed  somewhat  weaker  growth  but  nev¬ 
ertheless  generated  increased  employment,  with  the  region’s  unem¬ 
ployment  rate  falling  to  5.4  percent  in  December  (Chart  2-6). 
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Table  2-3. —  Measures  of  Inflation 


Measure 

1993 

1994 

1994  IV 
(annual 
rate) 

Percent  change 

GDP  fixed-weight  price  index . 

2.8 

*2.9  1 

‘2.6 

Non-oil  import  prices . 

1.5 

CPI-U: 

■I 

27 

All  items  less  food  and  energy 

■ 

Wm 

PPI: 

Finished  goods  . 

1.7 

Finished  goods  less  food  and  energy . 

1.6 

Intemiediate  materials  less  food  and  energy . 

1.6 

5.1 

9.0 

Crude  materials . 

.1 

-1.1 

2.8 

Employment  cost  index:  ^ 

Total  compensation . 

2.6 

Wages  and  salaries . 

24 

Benefits . 

2.8 

>  Preliminary. 

>F(k  civilian  workers. 


Note. — Inflation  as  measured  by  the  GDP  price  index  is  computed  from  fourth-quarter  to  fourth-quarter  for  1993  and 
1994,  and  from  1994  III  to  1994  IV.  All  other  measures  are  calculated  from  December  to  December  for  1993  and  1994,  and 
from  September  to  December  for  1994  IV. 

Sources:  Department  of  Commerce  and  Department  of  Labor. 

Chart  2-5  Consumer  Prices  Less  Food  and  Energy 

In  1994  consumer  prices  less  food  and  energy  increased  at  the  lowest  annual  rate 
since  1965. 

Percent  change.  December  to  December 

14  I - 1 


Box  2-2. — Problems  in  Measuring  Cost-of-Living  Increases 

It  is  impossible  in  practice  to  calculate  an  index  number  that 
accurately  reflects  chamges  in  the  cost  of  living  for  American 
families,  because  no  two  families  are  alike  and  because  the 
quality  and  the  availability  of  goods  and  services  change.  Pri¬ 
vate  companies  and  public  polic3nnakers,  needing  an  objective 
measure  of  consumer  inflation  but  aware  of  the  limitations  to 
which  all  are  subject,  have  used  what  is  widely  regarded  as  the 
best  available  index,  the  consumer  price  index  (CPI). 

Researchers  at  the  Bureau  of  Labor  Statistics,  which  pre¬ 
pares  the  CPI,  have  identified  several  problems  with  the  index, 
and  the  agency  has  moved,  where  possible,  to  address  them. 
The  most  important  technical  problems  remaining  are  substi¬ 
tution  bias  and  the  treatment  of  quality  changes  and  new  prod¬ 
ucts.  The  net  effect  of  these  and  other  problems  is  probably  to 
make  the  CPI  overstate  actual  cost-of-living  increases,  but  this 
is  controversial  and  estimates  vary  widely. 

Substitution  bias  arises  because  consumers  regularly  shift 
the  composition  of  their  purchases,  substituting  goods  that 
have  become  relatively  cheaper  for  goods  that  have  become  rel¬ 
atively  more  expensive.  The  CPI,  which  measures  the  price 
changes  of  a  mostly  fixed  basket  of  goods,  fails  to  capture  such 
shifts.  This  is  inherent  in  the  nature  of  the  CPI,  which  was  de¬ 
signed  originally  to  measure  the  average  price  increase  for  a 
fixed  basket  of  goods  and  services,  not  to  capture  changing  con¬ 
sumption  patterns.  Whenever  the  market  basket  used  to  cal¬ 
culate  the  CPI  is  updated  (usually  every  10  years),  substitution 
bias  is  mitigated,  only  to  worsen  again  over  time  as  consumer 
choices  diverge  from  the  new  market  basket.  More  frequent 
changes  in  the  market  basket  would  reduce  the  bias  but  would 
require  additional  resources  as  well  as  research  to  determine 
how  frequently  the  updates  should  occur. 

The  quality  of  the  goods  and  services  purchased  by  consum¬ 
ers  also  changes  over  time.  In  principle,  a  change  in  price  that 
reflects  a  change  in  quality  is  not  a  change  in  the  cost  of  living. 
The  CPI  cannot,  however,  adjust  the  prices  of  all  the  products 
in  its  market  basket  for  changes  in  their  quality:  it  is  simply 
impossible  to  measure  the  extent  of  ongoing  quality  changes  in 
the  myriad  products  consumers  purchase.  Experts  disagree 
about  how  well  the  CPI  in  practice  has  accounted  for  quality 
changes  and  how  this  accounting  might  best  be  improved. 
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1  Ki  « tlim  if  ilH  lilM  il  f  :i  1  a 

the  end  of  the  year  the  level  of  employment  had  not  yet  regained 
its  prerecession  peak.  California’s  unemployment  rate  remained  far 
above  the  national  average  throughout  the  year,  and  the  pace  of  job 
creation  there  was  much  slower  than  in  the  rest  of  the  country. 

Much  of  the  softness  of  the  California  economy  reflected  weak¬ 
ness  in  the  southern  part  of  the  State.  The  loss  of  jobs  associated 
with  defense  downsizing  and  the  collapse  of  the  Los  Angeles  area 
real  estate  market  over  the  past  few  years  has  been  well  docu¬ 
mented.  Although  the  number  of  jobs  in  the  aerospace  industry 


continued  to  decline,  there  is  now  evidence  that  other  sectors  of 


Southern  California’s  economy  are  picking  up  and  that  the  real  es- 
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tate  market  has  finally  stabilized.  Moreover,  California  should  ben¬ 
efit  from  the  growth  in  incomes  elsewhere  in  the  Nation  as  it 
translates  into  increasing  orders  for  California  producers  who  “ex¬ 
port”  their  goods  and  services  to  the  rest  of  the  country. 

INTERNATIONAL  DEVELOPMENTS 

During  1994,  America’s  merchandise  trade  deficit  (the  excess  of 
merchandise  imports  over  exports)  increased  to  2.7  percent  of  GDP, 
reaching  a  total  deficit  of  $169  billion  (Chart  2-7).  More  rapid 
growth  at  home  than  in  the  rest  of  the  world  was  a  major  factor 
responsible  for  the  deterioration  in  the  Nation’s  external  position. 

Chart  2-7  Merchandise  Exports  and  Imports 

Since  1991  the  deficit  on  merchandise  trade  has  been  widening. 


Percent  of  GDP 


Note:  Trade  data  are  on  a  balance-of-payments  basis. 

Sources:  Council  of  Economic  Advisers  and  Department  of  Commerce. 


Real  exports  of  goods  and  services  expanded  briskly,  rising  10.2 
percent  in  1994,  and  the  United  States  maintained  its  position  as 
the  world’s  largest  exporter.  The  strengthening  recovery  in  foreign 
industrial  countries,  continued  robust  growth  in  developing  coun¬ 
tries,  the  decline  in  the  dollar’s  exchange  value,  the  implementa¬ 
tion  of  the  North  American  Free  Trade  Agreement,  and  the  ongoing 
improvement  in  America’s  underlying  competitiveness  all  helped  to 
boost  export  sales  to  record  highs.  But  the  rise  in  exports  was  out¬ 
stripped  by  the  increase  in  imports  that  accompanied  strong  do¬ 
mestic  investment  and  consumption  demand.  The  performance  of 
the  trade  deficit  in  1994  was  consistent  with  estimates  indicating 
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that,  for  the  United  States,  the  response  of  imports  to  a  change  in 
domestic  income  is  generally  greater  than  the  response  of  exports 
to  a  similar  change  in  foreign  income. 

America  as  an  International  Debtor 
The  United  States  remains  critically  dependent  on  foreign  capital 
inflows  to  finance  its  sizable  external  deficit.  Since  the  early  1980s, 
when  America’s  claims  on  foreigners  exceeded  foreigners’  claims  on 
the  United  States,  persistent  current  account  deficits  and  the  coun¬ 
terpart  foreign  acquisition  of  U.S.  assets  have  led  to  a  buildup  of 
U.S.  international  indebtedness.  By  the  late  1980s  the  value  of  U.S. 
assets  owned  by  foreigners  was  larger  than  the  value  of  foreign  as¬ 
sets  owned  by  American  residents,  and  the  gap  has  continued  to 
grow  since  then  (Table  2-4).  Total  net  U.S.  international  debt  ex¬ 
ceeded  $500  billion  in  1993;  the  figure  is  $556  billion  if  direct  in¬ 
vestment  holdings  are  valued  at  current  cost,  and  $508  billion  if 
those  holdings  are  evaluated  at  market  value.  As  a  share  of  nomi¬ 
nal  income,  the  burden  of  net  international  debt  has  risen  to  be¬ 
tween  8  and  9  percent  of  GDP.  Regardless  of  whether  it  is  meas¬ 
ured  in  billions  of  dollars  or  as  a  share  of  income,  however,  the 
debt  owed  to  foreigners  remains  high. 


Table  2-4. —  U.S.  Net  International  Investment  Position 


End  of  year 

Billions  of  dollars 

Percent  of  GOP 

At  current 
cost 

At  market 
value 

At  current 
cost 

At  market 
value 

1982  . 

379 

265 

■B 

83 

1987  . 

-23 

58 

Hi 

1.2 

1990  . 

-251 

-224 

-4.0 

1993  . 

-556 

-508 

1 

-7.8 

Source:  Department  of  Commerce. 


Yet  despite  its  position  as  an  international  debtor,  the  United 
States  until  very  recently  registered  a  positive  balance  on  net  in¬ 
vestment  income.  Higher  rates  of  return  on  U.S.  holdings  abroad 
than  on  foreign  holdings  of  U.S.  assets  reflected  in  part  low  rates 
of  return  on  foreign  holdings,  most  notably  on  investments  in  real 
estate.  During  1993,  however,  the  balance  on  investment  income 
switched  from  positive  to  negative.  Net  investment  payments  now 
add  to  our  current  account  deficit,  increasing  our  financing  needs 
and  our  dependence  on  foreign  capital.  Without  a  sizable  reduction 
in  the  net  debt  owed  to  foreigners,  either  through  an  increase  in 
U.S.  holdings  of  foreign  assets  or  through  a  reduction  in  U.S.  liabil¬ 
ities  to  foreigners,  net  investment  income  payments  are  likely  to 
remain  in  deficit  through  the  end  of  the  decade  and  beyond.  Over 
time,  net  investment  income  payments  to  foreigners  will  constitute 
a  larger  and  larger  share  of  our  current  account  position. 
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Exchange  Rates 

The  value  of  the  dollar  declined  about  8  percent  last  year  when 
measured  on  a  trade-weighted  basis  against  the  currencies  of  the 
nine  major  foreign  industrial  countries.  However,  the  nominal 
value  of  the  trade-weighted  dollar  has  been  broadly  trendless  since 
early  1987,  following  the  Louvre  Accord  among  the  six  major  indus¬ 
trialized  countries  to  stabilize  exchange  rates. 

The  dollar  moved  more  substantially  against  some  individual 
currencies  than  is  reflected  in  the  weighted-average  rate  (Chart  2- 
8).  Between  the  end  of  1993  and  July  1994,  the  dollar  declined 
some  12  percent  against  the  Japanese  yen,  bringing  the  cumulative 
decline  vis-a-vis  the  yen  since  the  end  of  1992  to  21  percent.  After 
midsummer  the  dollar’s  value  in  terms  of  the  yen  was  more  stable, 
and  the  dollar  ended  the  year  trading  at  99.6  yen.  Movements  in 
the  dollar-yen  rate  reflected  to  some  extent  trade  tensions  between 
Japan  and  the  United  States  (see  Chapter  6).  In  addition,  the  ris¬ 
ing  current  account  deficit  in  the  United  States  and  surplus  in 
Japan  may  have  increased  downward  pressure  on  the  dollar  and 
upward  pressure  on  the  yen.  Although  both  the  American  and  the 
Japanese  current  account  imbalances  have  been  rising  in  recent 
years,  external  imbalance  is  not  new  for  either  countiy;  thus  it  re¬ 
mains  a  question  how  much  this  factor  influenced  the  behavior  of 
financial  markets  in  1994. 

Chart  2-8  Measures  of  the  Dollar’s  Value 

The  dollar  fell  against  the  currencies  of  Japan  and  Germany  in  1994  but  appreciated 
against  the  Canadian  dollar. 
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Note:  Data  represent  units  of  foreign  currency  per  U.S.  dollar. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 


The  dollar  also  weakened  significantly  against  some  European 
currencies,  most  notably  vis-a-vis  the  Glerman  mark  and  the  cur¬ 
rencies  that  are  closely  tied  to  it  through  the  European  Exchange 
Rate  Mechanism,  such  as  the  French  franc,  the  Belgian  franc,  and 
the  Dutch  guilder.  Over  the  course  of  the  year  the  dollar  fell  11 
percent  against  the  mark.  At  the  beginning  of  1994  market  partici¬ 
pants  expected  some  rise  in  the  dollar’s  value  relative  to  the  mark, 
as  monetary  policy  in  the  United  States  was  widely  expected  to 
grow  tighter  and  that  in  Germany  to  become  easier  over  the  year. 
The  strength  of  the  German  recovery  relative  to  expectations  may 
have  accounted  for  some  of  the  appreciation  of  the  mark  against 
the  dollar. 

Against  the  currency  of  our  largest  export  market — ^the  Canadian 
dollar — the  U.S.  dollar  appreciated  5  percent  last  year.  Since  mid- 
1991  the  Canadian  dollar  has  lost  19  percent  of  its  value  relative 
to  the  U.S.  dollar.  Major  contributors  to  the  slide  in  the  Cemadian 
dollar  have  been  rising  government  debt  and  political  uncertainty: 
the  ratio  of  Canadian  Government  debt  to  GDP  hit  95  percent  in 
1994  (up  from  less  than  70  percent  in  1989),  and  the  increasing 
strength  of  the  Quebec  separatist  movement  has  gained  widespread 
attention. 

At  the  end  of  1994  the  Mexican  peso  declined  sharply — ^by  some 
31  percent — vis-a-vis  the  U.S.  dollar.  Details  of  the  peso’s  fall  eind 
efforts  by  the  Administration  to  address  Mexico’s  resulting  liquidity 
crisis  are  discussed  in  Chapter  6. 

Other  factors  are  likely  to  have  influenced  the  overall  deprecia¬ 
tion  of  the  dollar  as  well.  First,  the  f)erception  by  at  least  some 
market  participants  that  the  Federal  Reserve  was  slow  to  tighten 
the  stance  of  monetary  policy  may  have  led  investors  to  sell  dollar 
assets.  In  addition,  the  widely  discussed  move  by  institutional  in¬ 
vestors  out  of  dollar  assets  and  into  emerging-market  funds  in 
order  to  diversify  portfolios  no  doubt  contributed  to  the  dollar’s 
weakness. 

FISCAL  POLICY  IN  1994  AND  BEYOND 

As  noted  in  Chapter  1,  the  Administration’s  1994-98  budget 
package,  embodied  in  the  Omnibus  Budget  Reconciliation  Act  of 
1993  (OBRA93),  resulted  in  a  dramatic  reduction  in  the  Federal 
deficit  in  1994  and  markedly  improved  the  deficit  outlook  for  the 
I  remainder  of  this  decade.  The  fiscal  1994  deficit  was  $52  billion 

j  lower  than  the  fiscal  1993  deficit,  and  $72  billion  lower  if  special 

^  factors,  such  as  net  receipts  from  sales  of  assets  acquired  from 

^  failed  savings  and  loans,  are  excluded.  Over  the  entire  1994-98  pe- 

L  riod,  the  Administration  estimates  that  accumulated  deficits  will 

[  fall  by  some  $616  billion  relative  to  the  pre-OBRA93  baseline — 
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roughly  $500  billion  from  OBRA93’s  spending  cuts  and  revenue  in¬ 
creases,  and  the  remeiinder  from  technical  revisions  as  well  as  im¬ 
proved  economic  conditions,  the  latter  in  part  due  to  the  budget 
package.  The  Administration’s  1996  budget  package  preserves 
OBRA93’s  deficit  reduction  measures  and  adds  another  $81  billion 
in  budgetary  savings  through  2000,  even  as  it  provides  full  funding 
for  the  Administration’s  proposed  middle-class  tax  cuts,  which  will 
total  $63  billion  between  1996  Eind  2000. 

As  a  result  of  the  Administration’s  deficit  reduction  measures, 
along  with  projected  slowdowns  in  medicare  and  medicaid  spend¬ 
ing,  the  Federal  deficit  will  continue  to  decline  as  a  share  of  GDP, 
averaging  about  2.5  percent  during  the  1994-2000  period,  nearly  2 
percentage  points  less  than  the  4.4-percent  average  for  the  1982- 
93  period. 

Because  the  size  of  the  budget  deficit  depends  not  just  on  policy 
decisions  but  also  on  the  state  of  the  economy,  economists  prefer 
to  use  the  so-called  structural  or  cyclically  corrected  deficit  to  as¬ 
sess  the  stance  and  direction  of  fiscal  policy.  The  structural  deficit, 
defined  as  the  deficit  that  would  result  if  the  economy  were  operat¬ 
ing  at  or  near  its  i>otential  output  level,  is  designed  to  capture  the 
effects  of  policy  and  exclude  the  effects  of  the  business  cycle  on  the 
size  of  the  deficit. 

Chart  2-9  shows  the  Administration’s  estimates  of  the  structural 
deficit  relative  to  the  economy’s  potential  output.  The  chart  reveals 
that  this  ratio  rose  dramatically  during  the  1980s,  reaching  a  peak 
of  5  percent  in  1986  and  averaging  3.9  percent  between  1982  and 
1993.  Between  1993  and  1994  the  stance  of  fiscal  policy  becEime 
contractionary  in  response  to  OBRA93’s  implementation,  and  this 
ratio  fell  from  3.3  percent  to  2.8  percent.  The  decline  in  the  ratio 
of  the  structural  deficit  to  potential  GDP  is  even  more  impressive 
when  special  factors  such  as  deposit  insurance  are  excluded:  from 
3.7  percent  in  1993  to  2.9  percent  in  1994.  Moreover,  based  on  the 
Administration’s  current  economic  forecast,  projected  slowdowns  in 
the  growth  of  medicare  and  medicaid  spending,  and  the  Adminis¬ 
tration’s  deficit  reduction  policies,  the  structural  deficit  is  projected 
to  decline  throughout  the  remsiinder  of  the  decade  as  a  share  of  po¬ 
tential  GDP  and  to  average  2.5  percent  for  the  entire  1994-2000 
period. 

THE  BUDGET  OUTLOOK  OVER  THE  LONGER  RUN 

Current  long-run  projections  suggest  that  if  the  Administration’s 
current  policy  proposals  are  enacted  and  the  anticipated  slowdowns 
in  medicare  and  medicaid  spending  persist,  the  improvement  in  the 
deficit  should  be  preserved  for  at  least  the  next  10  years.  Beyond 
2000  the  deficit  is  anticipated  to  remain  roughly  constant.  Relative 
to  GDP,  however,  the  deficit  is  likely  to  continue  its  gradual  de- 
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Chart  2-9  Structural  Budget  Deficits 

Policy  changes  enacted  in  1 993  arrested  the  upward  trend  of  the  deficit,  and  the  President’s 
proposed  budget  for  fiscal  1996  will  achieve  even  more  deficit  reduction. 

Percent  of  potential  GDP 


1964  1967  1970  1973  1976  1979  1982  1985  1988  1991  1994  1997  2000 
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Note;  Structural  deficit  excludes  cyclical  revenues  and  outlays. 

Sources:  Council  of  Economic  AcMsers  and  Office  of  Management  and  Budget. 

dine,  falling  below  2  percent  early  in  the  next  century.  Over  the 
longer  run,  changing  demographics  will  put  upward  pressure  on 
the  deficit  as  the  baby-boom  generation,  bom  during  the  first  two 
decades  after  World  War  II,  begins  to  retire.  The  aging  of  the  popu¬ 
lation  will  contribute  to  rising  expenditures  for  both  Social  Security 
and  Federal  medical  programs,  because  medicare  is  primarily  a 
program  for  those  over  the  age  of  65,  and  medicaid  is  increasingly 
a  program  for  elderly  people  needing  nursing  home  care. 

During  the  1996-2000  period,  spending  for  both  medicare  and 
medicaid  is  projected  to  increase  at  a  slower  rate  than  in  recent 
years.  This  projected  slowdown  is  the  result  of  several  factors  in¬ 
cluding  lower  projected  medical  cost  inflation,  slower  projected 
growth  of  the  medicaid  beneficiary  population,  and  increased  scru¬ 
tiny  of  State  claims  for  certain  Federal  medicaid  matching  pay¬ 
ments.  Despite  these  changes,  however,  the  projected  growth  rates 
for  both  medicare  and  medicaid  remain  very  high.  Medicare  bene¬ 
fits  are  projected  to  grow  at  an  average  annual  rate  of  9.1  percent, 
and  medicaid  benefits  at  an  average  annual  rate  of  9.3  percent. 
Both  of  these  growth  rates  are  nearly  three  times  the  projected 
general  inflation  rate  of  3.2  percent,  and  at  these  rates  both  medi¬ 
care  and  medicaid  spending  will  double  every  8  years.  As  a  result, 
by  2000  spending  on  these  programs  will  account  for  one-fifth  of 
total  Federal  outlays,  rising  from  3.4  percent  of  GDP  in  fiscal  1994 
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to  4.1  percent  by  2000.  By  2005  these  health  care  programs  will 
amount  to  4.9  percent  of  GDP. 

The  number  of  people  participating  in  the  Federal  health  pro¬ 
grams  is  expected  to  increase  as  the  medicaid  population  grows  at 
an  anticipated  3.8-percent  annual  rate  on  average  between  now 
and  2000.  However,  this  expansion  makes  up  a  relatively  small 
part  of  the  increase  in  total  Federal  spending  for  medicare  and 
medicaid — it  could  be  accommodated  without  undue  pressure  on 
the  deficit.  The  main  reason  why  the  fiscal  impact  of  these  pro¬ 
grams  is  such  a  problem  is  that  health  care  spending  per  bene¬ 
ficiary  keeps  rising  faster  than  inflation — indeed  faster  than  infla¬ 
tion  plus  the  general  increase  in  real  per  capita  GDP. 

Chart  2-10  illustrates  the  impact  of  rising  medicaid  and  medi¬ 
care  spending  on  the  deficit.  If  spending  on  these  programs  grew 
at  the  rate  of  increase  of  the  beneficiary  population,  but  spending 
per  beneficiary  rose  in  line  with  per  capita  nominal  GDP,  the  Fed¬ 
eral  budget  would  be  bedanced  by  the  year  2003.  Obviously  it  is  un¬ 
realistic  to  anticipate  such  a  sharp  change  in  health  care  spending 
trends  given  the  long  history  of  rapid  growth,  but  this  fact  helps 
pinpoint  the  real  problem  behind  the  continuing  large  Federal  defi¬ 
cit  and  confirms  the  need  for  genuine  health  care  reform. 


Chart  2-10  Health  Care  Inflation  and  the  Federal  Deficit 

If  per  beneficiary  costs  of  medicare  and  medicaid  rose  only  at  the  rate  of  growth  of  nominal 
per  capita  output,  the  Federal  deficit  would  vanish  by  the  year  2003. 

Percent  of  GDP 
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Source;  Office  of  Management  and  Budget. 
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As  noted  in  Chapter  1,  the  Administration  remains  committed  to 
such  reform,  to  provide  health  security  to  all  Americans  and  con¬ 
tain  health  care  costs  for  families,  businesses,  and  Federal,  State, 
and  local  governments.  Because  of  the  linkages  and  interactions  be¬ 
tween  public  health  care  programs  and  the  private  health  care 
market,  attempts  to  stem  the  growth  of  Federal  programs  by  such 
mechanisms  as  spending  caps  will  not  solve  the  underl3dng  prob¬ 
lem  of  costs.  Instead,  the  imposition  of  caps  will  shift  costs  to  the 
private  sector  and  threaten  the  availability  and  quality  of  services 
for  the  medicare  and  medicaid  populations. 

THE  CHANGING  COMPOSITION  OF 
FEDERAL  SPENDING 

One  of  the  underappreciated  aspects  of  fiscal  policy  is  the  change 
in  fiscal  spending  priorities  that  has  emerged  during  the  last  three 
decades.  Chart  2-11  presents  the  major  categories  of  Federal 
spending  over  this  period.  The  chart  indicates  that— -contrary  to 
conventional  belief — the  long-run  growth  of  nondefense  discre¬ 
tionary  spending  has  been  considerably  slower  them  GDP  growth 
for  much  of  this  period,  and  the  ratio  of  nondefense  discretionary 
spending  to  GDP  is  projected  to  remain  well  below  the  peak  real¬ 
ized  in  1980. 

Chart  2-1 1  Composition  of  Federai  Spending 

Reiative  to  GDP,  discretionary  spending  has  fallen  during  the  past  two  decades, 
while  entitlement  spending  and  interest  on  the  debt  have  grown. 


Fiscal  Years  Fiscal  Years 

Source;  Offioe  of  Management  and  Budget. 
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To  some  extent,  the  diminishing  claim  on  economic  output  of 
nondefense  discretionary  spending  reflects  competition  between  de¬ 
fense  and  nondefense  spending.  But  to  a  larger  extent  the  contrac¬ 
tion  of  nondefense  discretionary  spending  relative  to  GDP  reflects 
the  pressure  on  the  budget  of  rapid  growth  in  both  net  interest 
payments  on  the  debt  and  entitlement  spending.  Over  the  early 
1980s  the  buildup  in  Federal  debt  was  particularly  large.  As  a  re¬ 
sult,  1994  interest  payments  on  the  debt  constituted  3.1  percent  of 
GDP,  compared  with  an  average  of  1.6  percent  between  1970  and 
1981. 

The  most  dramatic  feature  in  the  changing  expenditure  mix  is 
the  growth  of  spending  on  entitlement  programs,  especially  health 
care  programs.  Federal  health  care  spending  grew  from  an  average 
of  1.3  percent  of  GDP  over  the  1970-81  period  to  close  to  3.4  per¬ 
cent  of  GDP  by  1993-94.  Between  1970  and  1994,  average  annual 
growth  in  health  care  spending  was  about  1^4  times  average  an¬ 
nual  growth  in  nominal  GDP. 

Chart  2-12  provides  detail  on  the  projected  composition  of  Fed¬ 
eral  spending  for  fiscal  1995.  The  four  largest  components  of  Fed¬ 
eral  spending  are  Social  Security,  national  defense,  interest  on  the 
debt,  and  medicare,  in  that  order.  Together  these  categories  ac¬ 
count  for  about  65  percent  of  total  Federal  spending.  Expenditures 
for  medicare,  the  smallest  of  these  four  components,  are  over  five 
times  spending  on  food  stamps,  over  eight  times  spending  on  inter¬ 
national  affairs,  and  over  nine  times  spending  on  aid  to  families 
with  dependent  children. 

PRINCIPLES  FOR  EVALUATING  ALTERNATE 
TAX  PROPOSALS 

As  already  noted  and  described  in  Chapter  1,  the  Administra¬ 
tion’s  1996  budget  proposal  contains  a  package  of  tax  cuts  for  mid¬ 
dle-class  Americans.  These  include  a  child-based  tax  credit,  a  tax 
deduction  for  postsecondary  education  and  training  expenses,  and 
expanded  availability  of  individual  retirement  accounts  (IRAs). 
These  initiatives  are  paid  for  primarily  by  discretionary  spending 
cuts. 

In  its  assessment  of  various  tax  proposals  that  are  likely  to  be 
considered  by  the  Congress  during  the  coming  year,  the  Adminis¬ 
tration  will  rely  on  four  basic  principles: 

•  Do  the  proposed  changes  in  tax  policy  enhance  long-run  eco¬ 
nomic  growth? 

•  Are  they  consistent  with  norms  of  economic  efficiency? 

•  Are  they  fair? 

•  Are  they  fiscally  responsible? 
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Chart  2-12  Federal  Outlays  by  Function,  Fiscal  1995 

Social  Security,  defense,  medicare,  and  net  interest  on  the  debt  comprise  65  percent  of 
Federal  spending,  dwarfing  outlays  on  international  affairs  and  social  insurance  programs. 


Social  Security  (22%) 


Note:  AFDC  is  aid  to  families  iwith  dependent  ctiildren. 
Source:  Office  of  Management  and  Budget. 


Although  each  of  these  principles  is  imptortant  in  its  own  right,  any 
set  of  tax  proposals  should  be  evaluated  in  terms  of  how  it  meas¬ 
ures  up  against  all  four. 

The  first  of  these  principles  focuses  on  the  incentive  properties 
of  tax  measures  and  tzikes  a  long-run  view  of  their  likely  results. 
The  Administration’s  proposed  tax  deduction  for  postsecondary 
education  and  training  expenses,  for  example,  is  designed  to 
strengthen  individual  incentives  to  invest  in  these  activities,  both 
of  which  have  been  demonstrated  to  offer  good  rates  of  return  on 
average.  Similarly,  the  Administration’s  proposed  IRA  expansion  is 
intended  to  focus  more  attention  on  household  saving.  The  goal  of 
these  tax  proposals  is  to  increase  the  economy’s  aggregate  amounts 
of  human  and  physicEil  capital,  thereby  increasing  incomes  in  the 
long  run. 

The  second  principle  concentrates  on  economic  efficiency  by  ex¬ 
amining  the  distortions  that  proposed  taxes  might  create  in  basic 
economic  choices.  In  the  early  1980s,  for  example,  changes  in  tax 
policy  produced  a  proliferation  of  tax  shelter  activity,  with  adverse 
consequences  for  both  investors  and  the  tax  system.  Another  exam¬ 
ple  of  a  proposal  that  is  deeply  flawed  from  an  efficiency  point  of 
view  is  the  “neutral  cost  recovery  system”  proposed  in  the  House 
Republicein  Contract  with  America.  This  system  offers,  for  certziin 
types  of  assets,  depreciation  allowances  that  are  indexed  for  infia- 
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tion  and  then  increased  by  a  factor  of  3.5  percent  per  year.  How¬ 
ever,  it  does  not  index  debt,  so  that  businesses  can  deduct  all  of 
their  interest  expense  rather  than  only  that  portion  associated  with 
the  real  interest  rate.  Thus  it  effectively  shields  businesses  from 
taxation  on  many  of  their  investments  while  permitting  them  to  de¬ 
duct  fully  the  costs  of  debt  to  finance  those  investments.  This 
would  create  a  large  economic  distortion  in  investment  choices  both 
because  it  would  result  in  a  negative  income  tax  on  a  significant 
fraction  of  total  business  investment  and  because  it  would  treat  dif¬ 
ferent  types  of  capital  differently. 

The  third  principle  for  evaluating  tax  proposals  is  fairness,  an 
important  dimension  of  which  is  vertical  equity,  or  the  distribution 
of  the  tax  burden  among  families  at  different  income  levels.  As 
noted  earlier,  about  87  percent  of  the  benefits  of  the  Administra¬ 
tion’s  proposed  tax  cuts  would  go  to  families  with  annual  incomes 
under  $100,000.  In  contrast,  according  to  analyses  by  the  Treasury 
Department,  about  50  percent  of  the  benefits  of  the  tax  cuts  pro¬ 
posed  in  the  Republican  Contract  would  go  to  families  with  annual 
incomes  over  $100,000 — only  10  percent  of  all  American  families. 
The  overall  effect  of  the  Contract’s  tax  package  would  be  to  reduce 
substantially  the  progressivity  of  the  Federal  tax  system.  A  second 
important  dimension  of  fairness  is  horizontal  equity — ^that  is,  pro¬ 
viding  similar  treatment  to  taxpayers  in  similar  economic  situa¬ 
tions.  By  further  increasing  the  gap  between  the  tax  burdens  on 
labor  income  and  capital  income,  the  capital  gains  rate  reductions 
proposed  in  the  Republican  Contract  fall  short  on  this  score  as 
well. 

Finally,  whether  a  proposed  tax  reduction  is  desirable  economic 
policy  depends  on  whether  it  provides  social  benefits  greater  than 
its  revenue  cost.  As  already  noted,  the  revenue  losses  resulting 
from  the  Administration’s  tax  proposal  are  fully  offset  by  specific 
spending  cuts,  allowing  continued  progress  on  deficit  reduction 
through  the  end  of  the  decade.  Specific  revenue  offsets  have  not 
been  offered  for  the  substantial  costs  of  the  tax  proposals  in  the  Re¬ 
publican  Contract;  those  costs  have  been  estimated  by  the  'Treasury 
Department  at  $205  billion  between  fiscal  1995  and  fiscal  2000, 
and  $725  billion  between  fiscal  1995  and  fiscal  2005. 

Moreover,  the  Administration  uses  conventional  accounting 
methods  to  “score”  the  impact  of  its  tax  proposals.  In  contrast, 
some  members  of  the  Congress  have  proposed  using  so-called  dy¬ 
namic  scoring  methods  to  evaluate  the  budgetary  impact  of  their 
proposed  tax  reductions.  For  the  reasons  noted  in  Box  2-3,  al¬ 
though  such  methods  sound  reasonable  in  theory,  in  practice  they 
would  pose  grave  risks,  because  they  could  easily  be  used  to  ration¬ 
alize  tax  reductions  that  would  sharply  increase  the  deficit  over 
time. 
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Box  2-3. — Scoring  the  Revenue  Consequences  of  Tax  and 
Expenditiure  Changes 

Current  “static”  budgeting  techniques  recognize  and  incor¬ 
porate  many  kinds  of  behavioral  responses  to  proposed  changes 
in  government  policies.  For  example,  if  an  increase  in  the  tax 
on  gasoline  is  being  considered,  budget  analysts  will  estimate 
the  likely  reduction  in  gasoline  purchases  and  adjust  their  rev¬ 
enue  estimates.  But  current  techniques  also  assume  that  these 
behavioral  responses  are  not  large  enough  to  significantly  af¬ 
fect  the  level  of  total  output  or  its  growth  rate  within  the  5- 
year  budget  window. 

Nearly  aU  economists  would  agree  that  in  principle  policy¬ 
makers  should  consider  the  effects  of  policy  changes  on  the  ag¬ 
gregate  economy.  But  the  consensus  quickly  falls  apart  when 
it  comes  to  the  details  of  how  such  “d3mamic”  scoring  should 
be  conducted.  The  lack  of  consensus  reflects  the  fact  that  mod¬ 
els  of  the  macroeconomy  are  very  complex,  embodying  myriad 
assumptions  about  the  behavior  of  individuals  and  businesses. 
Even  small  differences  in  these  assumptions  can  lead  to  dif¬ 
ferent  conclusions. 

For  example,  different  assumptions  about  the  sensitivity  of 
labor  supply  decisions  to  changes  in  income  tax  rates,  and 
about  the  sensitivity  of  saving  to  changes  in  the  after-tax  rate 
of  return,  can  lead  to  very  different  conclusions  about  the  ex¬ 
tent  of  revenue  loss  resulting  from  a  reduction  in  the  income 
tax  rate  or  the  capital  gains  tax  rate.  Unfortunately,  existing 
empirical  techniques  make  it  impossible  to  determine  which  es¬ 
timates  are  the  best  predictions  of  behavioral  responses  to  tax 
rate  changes  with  the  degree  of  precision  necessary  for  reliable 
dynamic  analysis. 

Although  static  scoring  techniques  rest  on  simplifying  as¬ 
sumptions,  budget  decisions  involving  tens  of  billions  of  dollars 
are  too  important  to  leave  to  dynamic  scoring  techniques  which 
are  fraught  with  uncertainties  and  easily  manipulated.  It  is 
not  hard  to  imagine  how  dynamic  scoring  techniques  could  be 
used  to  justify  generous  tax  cuts  on  the  grounds  that  they 
would  pay  for  themselves,  when  it  is  all  too  likely  that  they 
would  cause  a  large  increase  in  the  deficit. 

The  Debate  over  Further  Reduction  in  the  Capital  Gains 
Tax  Rate 

One  of  the  fiscal  initiatives  that  is  likely  to  be  proposed  and  de¬ 
bated  during  the  coming  fiscal  year  is  a  further  reduction  in  the 
tax  rate  on  capital  gains.  Under  current  law,  capital  gains  income 
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already  receives  a  tax  preference  relative  to  other  forms  of  income. 
This  preference  arises  from  several  provisions.  First,  the  statutory 
rate  on  capital  gains  is  capped  at  28  percent,  compared  with  a  39.6- 
percent  marginal  rate  on  other  forms  of  income  for  upper  income 
households.  Second,  capital  gains  are  taxed  only  when  an  asset  is 
sold,  not  as  the  gain  accrues.  Third,  the  tax  liability  against  an  ap¬ 
preciated  asset  is  forgiven  when  the  owner  of  the  asset  dies. 
Fourth,  the  tax  liability  on  the  sale  of  a  principal  residence  is  de¬ 
ferred  provided  the  seller  purchases  another  house  at  least  as  ex¬ 
pensive  within  2  years.  Finally,  taxation  on  up  to  $125,000  of  the 
capital  gain  on  the  sale  of  a  principal  residence  is  forgiven  if  the 
owner  is  over  the  age  of  55  (this  exclusion  may  be  taken  only  once 
in  a  taxpayer’s  lifetime).  OBRA93  further  expanded  the  tax  pref¬ 
erence  for  capital  gains  by  exempting  from  tax  one-half  of  ail  cap¬ 
ital  gains  generated  by  equity  investments  held  for  at  least  5  years 
in  certain  small  businesses. 

Arguments  in  favor  of  yet  more  generous  treatment  of  capital 
gains  are  beised  largely  on  claims  that  a  cut  in  the  tax  rate  would 
spur  saving  and  investment  and  would  raise,  rather  than  lower, 
government  tax  revenues,  especially  capital  gains  tax  receipts.  Al¬ 
though  a  reduction  in  capital  gains  tax  rates  would  increase  the 
after-tax  rate  of  return  on  savings  (for  a  given  before-tax  rate  of 
return),  the  preponderance  of  the  available  empirical  evidence  sug¬ 
gests  that  private  saving  is  not  likely  to  increase  much  in  response. 
Indeed,  private  saving  (both  from  domestic  sources  and  from  an  in¬ 
flow  of  foreign  capital)  has  historically  been  fairly  insensitive  to 
changes  in  the  rate  of  return.  In  addition,  as  discussed  below,  gov¬ 
ernment  revenues  from  capital  gains  are  likely  to  fall  with  a  cut 
in  the  tax  rate,  unless  there  are  feedback  effects  on  the  growth  of 
the  economy  (for  instance  from  channeling  more,  or  redirecting  ex¬ 
isting,  resources  into  new  ventures)  that  are  implausibly  large.  If 
total  saving — ^the  sum  of  private  saving  and  government  saving — 
did  not  increase,  neither  investment  spending  nor  aggregate  output 
would  increase. 

Can  lower  capital  gains  tax  rates  raise  capital  gains  revenues 
even  if  they  do  not  induce  an  increase  in  the  economy’s  growth 
rate?  In  the  short  run,  revenues  could  increase  as  lower  tax  rates 
caused  asset  holders  to  accelerate  the  sale  of  their  assets.  Espe¬ 
cially  if  the  tax  cut  is  thought  to  be  temporary,  the  incentive  could 
be  strong  to  realize  the  gain  and  pay  the  tax  sooner  rather  than 
later.  But  such  a  shift  in  the  timing  of  the  tax  would  probably 
mean  a  reduction  in  total  capital  gains  taxes  paid  on  a  given  asset 
over  the  long  run.  Indeed,  the  acceleration  in  payment  would  occur 
precisely  because  asset  owners  view  this  as  a  tax-minimizing  strat¬ 
egy. 
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In  the  long  run,  without  an  induced  increase  in  economic  growth, 
a  cut  in  the  capital  gains  tax  rate  could  raise  capital  gains  reve¬ 
nues  only  imder  the  following  circumstances.  First,  an  increase  in 
the  differential  between  the  tax  rate  on  capital  gains  income  and 
that  on  ordinary  income  might  lead  taxpayers  to  transform  ordi¬ 
nary  income  into  tax-preferred  capital  gains  income,  hence  generat¬ 
ing  more  capital  gains  revenue.  Of  course,  aggregate  income  taxes 
inclusive  of  capital  gains  taxes  would  fall.  Second,  a  reduction  in 
the  capital  gains  tax  rate  could  induce  a  shift  in  investors’  port¬ 
folios  away  from  tax-exempt  bonds  or  even  housing  into  assets  sub¬ 
ject  to  capital  gains  taxes.  Third,  and  most  important,  a  reduction 
in  the  tax  rate  could  encourage  a  decrease  in  the  value  of  assets 
that  are  held  until  death  in  order  to  esca{)e  taxation.  Whether  the 
increase  in  the  realization  of  capital  gains  that  would  otherwise  es¬ 
cape  taxation  would  be  large  enough  to  offset  the  decline  in  tax 
revenues  from  assets  whose  gains  are  generally  taxed  is  an  empiri¬ 
cal  question. 

Although  studies  have  found  a  wide  range  of  responses,  recent 
research  suggests  that  capital  gains  realizations  would  rise  over 
the  long  haul  if  tax  rates  were  reduced,  but  not  by  enough  to  keep 
capital  gains  revenues  from  falling.  In  any  case,  eliminating  the 
capital  gains  tax  preference  given  to  inherited  assets  is  a  more 
straightforward  and  certain  way  of  eliminating  the  lock-in  effect, 
and  thus  raising  capital  gains  tax  revenues,  than  a  reduction  in  the 
capital  gains  tax  rate  itself. 

Finally,  income  tax  revenues  other  than  on  capital  gains  could 
increase  if  a  reduction  in  the  capital  gains  tax  rate  raised  the  turn¬ 
over  rate  of  assets  subject  to  sales  commissions  that  are  either 
fixed  or  based  on  gross  value  rather  than  capital  gain. 

When  judged  by  the  four  principles  of  long-run  growth,  economic 
efficiency,  fairness,  and  likely  effects  on  revenues  and  the  deficit, 
the  reduction  in  the  capital  gains  tax  rate  proposed  by  the  House 
Republican  Contract  with  America — which  calls  for  a  50-percent 
tax  exclusion  for  all  capital  gains  and,  for  certain  assets,  the  tax¬ 
ation  of  only  real  capital  gains  (through  the  indexation  for  tax  pur¬ 
poses  of  capital  gains  for  inflation) — is  problematic  and  ultimately 
ill-advised.  For  the  reasons  already  noted,  the  direct  effects  of  addi¬ 
tional  capital  gains  tax  relief  on  private  saving  and  investment — 
perhaps  its  only  valid  rationale — are  likely  to  be  small.  The  cre¬ 
ation  of  a  larger  wedge  between  the  rate  of  capital  gains  taxation 
and  the  rate  of  income  taxation  for  higher  income  taxpayers  is  like¬ 
ly  to  encourage  more-aggressive  tax-sheltering  activities.  And  a  re- 
I  duction  in  the  capital  gains  tax  rate  that  applied  both  retrospec- 

I  tively  and  prospectively  would  provide  a  substantial  windfall  to  in- 

[  vestments  undertaken  before  the  change  in  the  tax  code,  which 
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does  not  serve  the  purpose  of  encouraging  new  saving  and  invest¬ 
ment. 

An  across-the-board  reduction  in  the  capital  gains  tax  rate  also 
violates  the  principle  of  tax  fairness.  By  providing  different  tax 
treatment  to  different  classes  of  assets,  the  proposal  would  create 
an  uneven  playing  field  for  investors.  Moreover,  according  to  avail¬ 
able  estimates,  about  50  percent  of  the  benefits  of  a  uniform  capital 
gains  rate  cut  would  go  to  the  1  percent  of  the  population  with  the 
highest  incomes,  and  over  75  percent  of  the  benefits  would  accrue 
to  the  top  10  percent  of  the  income  distribution.  Such  a  skewed  dis¬ 
tribution  of  benefits  follows  directly  from  the  current  distribution 
of  wealth  in  the  United  States.  According  to  the  Survey  of 
Consumer  Finances,  Americans  in  the  top  V2  percent  of  the  net 
worth  distribution  owned  29.1  percent  of  aggregate  net  worth  in 
1989,  while  the  bottom  90  percent  owned  only  30.7  percent.  The 
share  of  the  wealthiest  ¥2  percent  increased  by  5  percentage  points 
and  that  of  the  bottom  90  percent  fell  by  2.6  percentage  points  be¬ 
tween  1983  and  1989. 

Finally,  a  uniform  and  generous  reduction  in  the  capital  gains 
tax  rate  is  likely  to  be  expensive  in  terms  of  forgone  revenues.  The 
Treasury  estimates  that  the  capital  gains  tax  reduction  currently 
proposed  in  the  Contract  with  America  would  reduce  tax  receipts 
by  about  $60  billion  between  fiscal  1995  and  fiscal  2000  and  by 
about  $183  billion  between  fiscal  1995  and  fiscal  2005.  These  lost 
revenues  would  have  to  be  offset  by  an  equivalent  amount  of 
spending  cuts  (or  increases  in  other  revenues)  to  make  the  overall 
proposal  deficit-neutral. 

MONETARY  POLICY  IN  1994 

At  the  beginning  of  1994  a  growing  number  of  observers  began 
to  express  concern  that  continued  economic  growth  at  the  pace  ex¬ 
perienced  over  the  second  half  of  1993  would  soon  close  the  gap  be¬ 
tween  actual  and  potential  output,  precipitating  increases  in  wage 
and  price  inflation.  This  concern  was  heightened  both  by  a  jump 
in  GDP  growth  at  the  end  of  1993,  to  a  rate  in  excess  of  6  percent, 
and  by  the  degree  of  underlying  momentum  the  economy  carried 
into  1994. 

Acting  to  forestall  inflation,  the  Federal  Reserve  raised  the  Fed¬ 
eral  funds  rate  (the  rate  on  overnight  interbank  loans)  by  one  quar¬ 
ter  i>ercentage  point  in  early  February  1994.  Monetary  policy  was 
tightened  further  in  five  subsequent  Fed  policy  actions  over  the 
course  of  the  year,  and  by  December  1994  the  Federal  funds  rate 
stood  2.5  percentage  points  higher  than  in  January  1994.  Although 
the  year-end  Federal  funds  rate  was  still  considerably  lower  both 
in  nominal  and  in  real  terms  than  it  had  been  in  1989  and  early 
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1990  (Chart  2-13),  when  the  gap  between  actual  and  potential  out¬ 
put  was  roughly  comparable  to  where  it  was  at  the  end  of  1994, 
the  cumulative  rise  in  the  rate  was  substantial  when  measured 
against  changes  in  the  first  year  of  earlier  episodes  of  tightening. 

Chart  2-13  Nominal  and  Real  Federal  Funds  Rates 

The  rising  Federal  furxls  rate  in  1994  reflected  the  Federal  Reserve’s  shift  toward 

tighter  monetary  policy. 


The  Fed’s  action  in  February,  in  advance  of  any  apparent  in¬ 
crease  in  inflation,  reflected  its  view  that  economic  activity  re¬ 
sponds  with  a  lag  and  then  only  gradually  to  changes  in  interest 
rates.  In  the  belief  that  the  risks  on  inflation  had  shifted  to  the  up¬ 
side,  the  Federal  Reserve  reduced  the  degree  of  monetary  accom¬ 
modation  slowly  but  substantially.  In  the  Fed’s  view,  the  risk  of  in¬ 
creased  inflation  was  augmented  by  the  actual  and  expected 
strength  of  real  activity,  and  by  the  absence  of  any  appreciable 
slack  in  labor  markets.  Additional  factors  that  influenced  the  Fed 
included  a  significant  pickup  in  inflation  at  the  early  stages  of 
processing,  and  an  acceleration  in  nonoil  import  prices.  The  Fed 
also  saw  signs  that  inflationary  expectations  had  risen  in  the  be¬ 
havior  of  foreign  exchange  and  long-term  debt  markets:  bond  prices 
rallied  initially  with  many  of  the  rate  hikes,  but  retreated  subse¬ 
quently  with  the  release  of  additional  news  confirming  the  persist¬ 
ent  strength  of  the  economy.  Finally,  the  Fed  believed  that  various 
practices  of  banks  during  1994 — ^lowering  standards  for  business 
loans  and  passing  through  to  consumer  loans  an  unusually  small 


portion  of  the  rise  in  market  interest  rates — ^were  offsetting  some 
of  the  effects  of  higher  interest  rates  and  thus  warranted  somewhat 
larger  interest  rate  hikes. 

By  the  end  of  1994  the  effects  of  higher  interest  rates  on  real  ac¬ 
tivity  had  shown  up  clearly  only  in  the  most  interest-sensitive  sec¬ 
tors,  such  as  housing.  Still,  the  expectation  was  that  the  bulk  of 
the  restraint  imposed  by  higher  rates  in  1994  would  materialize 
over  the  coming  months,  moderating  the  pace  of  economic  activity 
in  1995.  Although  it  is  expected  that  the  economy  will  slow  just 
enough  to  bring  it  to  its  long-run  sustainable  path,  neither  the  tim¬ 
ing  nor  the  ultimate  size  of  interest  rate  effects  is  known  with  cer¬ 
tainty.  Thus,  it  is  possible  that  the  Fed  will  decide  that  another 
rise  in  interest  rates  will  be  required  to  slow  the  economy  suffi¬ 
ciently,  or  that  the  Fed’s  monetary  tightness  will  cause  economic 
growth  to  slow  more  than  anticipated  by  the  Administration’s  fore¬ 
cast. 


RISING  INTEREST  RATES 

An  element  of  considerable  surprise  in  financial  markets  over  the 
past  year  was  the  sharp  increase  in  yields  on  long-term  bonds  in 
most  industrial  countries.  Although  bond  3delds  might  have  been 
expected  to  rise  somewhat  with  the  increase  in  short-term  rates  en¬ 
gineered  by  the  Fed,  the  yield  curve  (the  rates  of  interest  across  all 
maturities  that  prevail  at  a  given  time)  nevertheless  would  have 
been  expected  to  flatten  signiflcantly.  Instead,  from  a  low  of  5.78 
percent  on  October  15,  1993,  the  yield  on  30-year  U.S.  (government 
bonds  rose  markedly  during  1994,  peaking  at  8.16  percent  in  early 
November  and  ending  the  year  at  7.89  percent.  Thus,  even  before 
the  first  Fed  action  in  February,  yields  across  the  maturity  spec¬ 
trum  had  risen  fairly  uniformly  relative  to  the  yield  on  3-month 
'Treasury  bills,  and  the  spread  vis-a-vis  the  3-month  bill  rate  con¬ 
tinued  to  rise  through  early  April.  Over  the  remainder  of  the  year, 
spreads  between  the  3-month  bill  rate  and  yields  on  1-  to  3-year 
notes  were  roughly  constant,  while  the  spread  between  the  bill  rate 
and  yields  on  longer  term  debt  narrowed  somewhat,  especially  after 
the  Fed’s  tightening  in  November  (Chart  2-14). 

All  told,  the  increase  in  bond  yields  was  unusually  large  when 
judged  by  the  historical  relationship  between  year-to-year  move¬ 
ments  in  short-  and  long-term  interest  rates.  Chart  2-15  plots  the 
actual  yields  on  U.S.  long-term  corporate  bonds  and  the  yields  that 
would  be  predicted  from  historical  experience.  The  chart  shows  the 
uncharacteristic  size  of  the  1994  prediction  error,  with  actual  long¬ 
term  rates  much  higher  than  expected.  The  prediction  is  based  on 
a  relatively  standard  equation  that  explains  the  relationship  be- 
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Chart  2-14  Term  Structure  of  Interest  Rates  on  Government  Debt 

Contrary  to  most  expectations,  long-term  interest  rates  rose  by  almost  as  much  as 
short-term  rates  over  the  course  of  1994. 

Percent 


Maturity 

Note:  Based  on  3-,  6-,  and  12-month  Trecnury  biNs,  2-,  3-,  3-,  and  7-year  notes,  and  10-  and  30-year  bonds. 
Source;  Deparlment  of  the  Treasury. 


tween  short-term  and  long-term  yields — ^the  term  structure  of  inter¬ 
est  rates. 

The  rise  in  long-term  interest  rates  in  the  United  States  was 
fully  matched  by  increases  in  the  weighted  average  of  interest 
rates  in  Japan,  Germany,  Fremce,  Italy,  the  United  Kingdom,  and 
Canada  (Chart  2-16).  Since  the  end  of  1993,  the  weighted  average 
of  10-year  interest  rates  in  the  foreign  G— 7  countries  moved  up  2,1 
percentage  points  over  the  year.  However,  this  average  movement 
disguises  experiences  that  differed  markedly  across  individual 
countries — ^for  example,  long-term  interest  rates  rose  1.3  percent¬ 
age  points  in  Japan  and  3.6  percentage  points  in  Italy. 

What  explains  the  unusual  rise  in  long-term  rates  both  in  the 
United  States  and  in  other  industrial  countries?  To  sort  out  the  al¬ 
ternative  explanations  one  must  first  determine  the  extent  to 
which  the  increase  in  yields  constituted  a  rise  in  real  rates  of  inter¬ 
est,  and  the  extent  to  which  it  reflected  heightened  expectations  of 
inflation.  If  real  rates  have  risen,  the  cause  could  be  either  stronger 
than  expected  aggregate  demand  or  an  increase  in  the  risk  pre¬ 
mium  (or  some  combination  of  the  two).  Only  limited  evidence  ex¬ 
ists  to  help  make  these  distinctions.  The  relative  importance  of 
each  factor  is  likely  to  have  differed — perhaps  significantly — across 
countries.  The  next  section  sets  out  a  framework  for  examining  the 
rise  in  interest  rates  and  applies  it  to  the  U.S.  experience. 
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Chart  2-15  Actual  and  Predicted  Long-Term  Interest  Rates 

The  increase  in  long-term  interest  rates  during  1994  is  at  odds  with  standard  models 

of  interest  rate  determination. 


Percent 


Note;  Yields  aie  kx  Moody’s  seasoned  Aaa  bonds  and  are  reported  as  effective  yields.  The  predicted  yields  are 
based  on  the  term  structure  equation  of  the  MPS  model,  estimated  over  1957-1983. 

Sources:  Board  of  Governors  of  the  Federal  Reserve  System  and  Moody’s  Investors  Service. 

Chart  2-1 6  U.S.  and  Foreign  Long-Term  interest  Rates 

The  rise  in  interest  rates  in  the  United  States  in  1994  corresponded  to  similar  increases 
in  foreign  industrialized  countries. 


Percent 


Note:  Foreign  rate  cornputed  as  weighted  average  using  shares  in  1991  GDP,  converted  at 
purchasing-power-parity  exchange  rates.  Interest  rates  are  for  10-year  bonds.  G-7  (Group  of  Seven) 
countries  ei^uding  the  United  States  are  Canada,  France,  Germany,  Italy,  Japan,  and  the  United  Kingdom. 
Sources:  Board  of  Governors  of  the  Federal  Reserve  System  aiKf  Organization  for  Economic  Cooperation 
and  Development. 
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EXPLAINING  THE  RISE  IN  LONG-TERM  RATES 

Theories  of  the  relationship  between  the  yields  on  assets  of  dif¬ 
ferent  maturities  generally  argue  that  the  yield  on  a  30-year  bond 
should  equal  the  average  of  expected  yields  on  1-year  bonds  over 
the  next  30  years,  plus  some  premium  to  compensate  the  bond¬ 
holder  for  a  loss  of  liquidity  or  other  sources  of  long-term  risk. 
Under  the  assumption  that  there  was  no  change  in  the  risk  pre¬ 
mium,  the  term  structure  theory  suggests  that  the  average  ex¬ 
pected  1-year  rate  over  the  next  30  years  rose  by  2.1  percentage 
points  in  the  United  States  between  October  1993  and  the  end  of 
1994,  0.4  percentage  point  less  than  the  increase  in  the  Federal 
funds  rate  during  1994.  Moreover,  because  the  rise  in  rates  was 
roughly  uniforfli  for  1-  to  30-year  debt  through  most  of  the  year, 
financial  market  participants  acted  as  if  the  higher  level  of  short¬ 
term  rates  would  persist  indefinitely.  Thus,  the  market  seemed  to 
be  saying  that  short-term  rates  would  remain  high  for  many  years. 

Based  on  historical  experience — experience  that  is  captured  in 
equations  used  to  model  the  term  structure  of  interest  rates — ex¬ 
pectations  about  future  short-term  rates  are  not  based  solely  on  the 
value  of  the  current  short-term  rate  but  also  on  values  of  past 
short-term  rates.  The  almost  contemporaneous  increase  in  short- 
and  long-term  rates  over  1994  thus  signaled  a  fundamental  change 
in  the  outlook  for  future  rates.  This  change  in  interest  rate  expec¬ 
tations  coincided  with  a  growing  consensus  that  the  underlying 
strength  of  the  U.S.  economy  was  greater  than  first  thought. 

To  see  how  the  increased  strength  of  the  economy  could  raise 
rates,  consider  two  alternative  scenarios.  Each  scenario  highlights 
one  extreme  on  the  spectrum  of  interpretations  of  the  increase  in 
interest  rates.  Both  scenarios  assume  that  the  economy  is  operat¬ 
ing  close  to  its  level  of  potential  output  and  that  something  hap¬ 
pens  to  raise  the  outlook  for  aggregate  demand.  For  instance,  for¬ 
eign  GDP  growth  could  strengthen  relative  to  prior  expectations, 
thus  enhancing  the  prospects  for  U.S.  exports.  Alternatively,  hous¬ 
ing  starts  or  other  elements  of  domestic  demand  could  appear  to 
be  unusually  immune  to  high  interest  rates. 

In  the  first  scenario,  in  order  to  prevent  the  economy  from  oper¬ 
ating  above  its  potential  level  following  the  increase  in  aggregate 
demand,  the  real  interest  rate  would  have  to  rise.  Moreover,  if  the 
upward  shift  in  aggregate  demand  is  expected  to  be  sustained  for 
some  years,  the  rise  in  the  real  interest  rate  must  also  be  sus¬ 
tained.  This  scenario  attributes  the  rise  in  expected  short-term 
rates  implicit  in  the  rise  in  long-term  interest  rates  to  an  expected 
and  sustained  increase  in  real  short-term  rates.  This  scenario  is 
consistent  with  a  view  that  the  Federal  Reserve’s  commitment  to 
a  goal  of  price  stability  will  lead  it  to  raise  real  rates  when  em  in- 
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crease  in  demand  would  otherwise  result  in  the  economy  operating 
above  its  potential. 

The  second  scenario  attributes  the  rise  in  long-term  rates  to  an 
increase  in  the  long-term  forecast  for  inflation.  It  is  based  on  a 
view  that,  although  aggregate  demand  has  shifted  upward,  the 
Federal  Reserve  either  does  not  fully  recognize  the  increased 
strength  of  demand  or  reacts  only  after  some  time  has  elapsed, 
during  which  price  pressures  build.  In  this  scenario,  in  which  the 
Fed  is  seen  as  tolerating  an  economy  operating  above  its  potential, 
the  rate  of  inflation  increases  until  either  aggregate  demand  shifts 
back  to  its  original  level  or  the  Fed  steps  in  and  raises  real  interest 
rates  by  the  amount  necessary  to  dampen  the  level  of  demand. 
Thereafter  the  inflation  rate  stabilizes,  but  at  a  higher  level — the 
longer  the  economy  is  allowed  to  operate  above  potential,  the  larger 
is  the  sustained  increase  in  the  inflation  rate. 

Both  of  these  scenarios  assume  that  the  impetus  to  the  runup  in 
long-term  yields  in  1994  was  a  reassessment  of  the  fundamental 
strength  of  demand  in  the  U.S.  economy.  How  large  would  that  up¬ 
ward  revision  have  to  have  been  to  justify  a  sustained  increase  in 
expected  real  rates  of  2.1  percentage  ix)ints  or  an  increase  in  the 
inflation  premium  of  the  same  magnitude?  And  how  plausible  is 
such  an  upward  revision  in  view  of  the  behavior  of  the  U.S.  econ¬ 
omy  over  1994?  In  short,  is  either  of  the  two  scenarios  plausible? 

Rules  of  thumb  derived  from  U.S.  macroeconomic  data  can  be 
used  to  quantify,  albeit  very  crudely,  the  size  of  the  perceived  shock 
to  aggregate  demand  under  these  two  alternative  scenarios.  In  the 
first  scenario,  the  size  of  the  upward  shift  to  aggregate  demand 
that  can  be  offset  by  a  given  increase  in  real  rates  depends  on  the 
sensitivity  of  aggregate  demand  to  changes  in  such  rates.  The  more 
interest-sensitive  is  demsind,  the  larger  is  the  shift  in  aggregate  de¬ 
mand  associated  with  the  observed  increase  in  the  real  rate.  Based 
on  estimated  statistical  relationships,  an  increase  in  real  interest 
rates  of  2.1  percentage  points  would  offset  a  permanent  upward 
shift  in  aggregate  demand  of  about  1.9  percent  of  GDP.  That  is,  to 
keep  the  level  of  output  unchanged — despite  an  increase  of  about 
1.9  percent  in  the  level  of  demand  associated  with  any  given  real 
interest  rate — real  rates  would  have  to  rise  by  about  2. 1  percentage 
points. 

In  the  second  scenario,  where  the  entire  rise  in  rates  reflects  an 
increase  in  the  long-term  inflation  forecast,  the  cumulative  output 
gap — defined  as  the  excess  of  actual  output  relative  to  potential 
output  over  the  period  when  the  economy  is  operating  above  poten¬ 
tial — is  roughly  10.5  percentage  points  (Box  2-4  describes  this  cal¬ 
culation).  A  cumulative  gap  of  this  magnitude  can  arise  either 
quickly  or  over  a  longer  period  of  time.  For  instance,  the  antici¬ 
pated  shift  in  aggregate  demand  could  be  a  near-term  phenomenon. 
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with  the  level  of  output  exceeding  potential  by  5.3  percent  over 
each  of  the  next  2  years.  Alternatively,  investors  may  think  that 
the  additional  strength  in  the  economy  is  likely  to  last  about  5 
years  and  be  worth  a  little  more  than  2  percent  on  the  output  gap 
each  year. 

Box  2-4. — Calculating  the  Cumulative  Output  Gap 

The  output  gap  associated  with  a  permanent  increase  in  the 
inflation  rate  of  2.1  percentage  points  can  be  calculated  by 
using  Okun’s  rule  and  an  estimate  of  the  sacriflce  ratio  (de¬ 
fined  as  the  percentage-point  decline  in  the  unemployment  rate 
required  to  raise  the  long-term  rate  of  inflation  by  1  percentage 
point).  From  Okun’s  rule,  every  percentage-point  increase  in 
the  gap  between  actual  and  potential  output  reduces  the  unem¬ 
ployment  rate  by  0.4  percentage  point.  Then,  using  a  mean  es¬ 
timate  of  2  for  the  sacriflce  ratio,  each  percentage-point  de¬ 
crease  in  the  unemployment  rate  that  is  sustained  for  1  year 
adds  0.5  percentage  point  to  the  permanent  rate  of  inflation. 

EVIDENCE  FROM  THE  UNITED  STATES 

Is  there  evidence  to  discriminate  between  these  hypotheses — an 
expected  permanent  increase  in  the  real  interest  rate  or  an  ex¬ 
pected  increase  in  the  long-term  inflation  rate?  What  evidence  is 
there  for  some  middle  ground — a  combination  of  an  expected  in¬ 
crease  in  both  the  real  interest  rate  and  the  inflation  rate?  And  is 
the  magnitude  of  the  implied  shift  in  aggregate  demand  reasonable 
under  either  of  these  scenarios,  or  is  it  so  implausibly  large  that 
alternative  explanations  of  the  rise  in  long  rates  must  be  sought? 

Monthly  Blue  Chip  forecasts  help  to  shed  some  light  on  these 
questions  (the  Blue  Chip  forecast  is  a  consensus  forecast  of  some 
50  private  sector  economists).  Beginning  with  the  Blue  Chip  fore¬ 
cast  of  real  GDP  growth  made  in  October  1993  (the  recent  low 
point  for  long-term  yields)  and  continuing  through  the  forecast 
made  early  in  January  1995,  upward  revisions  were  made  to  the 
level  of  real  GDP  projected  to  prevail  in  the  fourth  quarter  of  1994. 
By  January  1995  the  forecast  of  the  level  of  real  GDP  for  the  final 
quarter  of  1994  was  2  percent  higher  than  the  forecast  made  in  Oc¬ 
tober  1993.  Forecasts  of  1995  growth  (on  a  fourth-quarter-over- 
fourth-quarter  basis)  were  essentially  unchanged  over  this  period, 
indicating  that  the  upward  shift  in  the  level  of  demand  was  ex¬ 
pected  to  be  sustained  at  least  through  1995.  These  forecast  revi¬ 
sions  underestimate — possibly  significantly — the  perceived  upward 
shift  in  aggregate  demand  because  they  occurred  at  the  same  time 
that  actual  interest  rates  and  projected  interest  rates  were  increas- 
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ing  (and  thus  do  not  reflect  the  increase  in  demand  that  would 
have  been  consistent  with  unchanged  yields). 

Blue  Chip  projections  for  the  U.S.  economy  over  the  next  decade 
are  broadly  consistent  with  the  notion  that  the  upward  shift  in  the 
underlying  strength  of  the  economy  in  1994  was  expected  to  be  sus¬ 
tained  for  a  period  of  years.  In  October  1993  the  unemployment 
rate  was  projected  to  average  6.0  percent  and  the  yield  on  cor¬ 
porate  Aaa  bonds  was  expected  to  average  7.4  percent  between 
1995  and  2004.  By  October  1994  the  average  unemployment  rate 
projected  to  prevail  between  1996  and  2005  had  risen  only  to  6.1 
percent  (roughly  5.9  percent  after  correcting  for  the  difference  in 
the  new  and  old  unemployment  rate  survey)  despite  the  sizable  in¬ 
creases  in  interest  rates  that  had  already  occurred  and  an  upward 
revision  of  about  0.5  percentage  point  to  10-year  forecasts  of  both 
nominal  and  real  interest  rates  (as  discussed  below).  Thus,  sus¬ 
tained  higher  interest  rates  were  expected  to  be  necessary  to  re¬ 
store  the  level  of  output  approximately  to  where  it  would  have  been 
in  the  absence  of  the  upward  shift  in  demand. 

The  Blue  Chip  forecasts  also  offer  some  evidence  on  the  decompo¬ 
sition  of  the  rise  in  interest  rates  into  real  and  inflation  compo¬ 
nents.  Between  October  1993  and  January  1995,  forecasts  of 
consumer  price  inflation  over  the  year  ending  in  the  fourth  quarter 
of  1994  were  revised  downward  slightly — ^from  3.2  percent  to  2.8 
percent.  Similarly,  projections  of  inflation  over  the  year  ending  in 
the  fourth  quarter  of  1995  were  revised  upward  modestly — ^from  3.3 
percent  to  3.5  percent.  In  addition,  forecasts  of  the  average  annual 
increase  in  the  CPI  over  the  next  10  years  were  revised  down  be¬ 
tween  October  1993  and  October  1994  by  0.1  percentage  point. 
Taken  as  a  whole,  these  revisions  offer  no  evidence  for  an  increase 
in  the  inflation  premium  and  thus  lend  support  to  the  hypothesis 
that  the  rise  in  long-term  rates  was  largely  due  to  an  increase  in 
the  real  component. 

Clearly,  revisions  to  Blue  Chip  forecasts  of  output  growth  and  in¬ 
flation  provide  at  best  imperfect  evidence  on  long-run  expectations, 
and  even  then  are  limited  by  their  10-year  horizon.  Moreover,  there 
is  some  evidence  to  suggest  that  flnancial  market  participants  saw 
a  very  different  story.  For  instance,  the  dividend-price  ratio  of  the 
stocks  in  the  Standard  &  Poor’s  500  index — a  reasonable  proxy  for 
the  expected  real  rate  of  return  on  equity — showed  no  significant 
sustained  increase  over  the  course  of  1994.  So,  from  the  behavior 
of  equity  markets,  the  rise  in  long-term  interest  rates  either  was 
due  to  heightened  expectations  of  inflation  or  represented  some 
shift  in  the  preference  for  equity  over  bonds.  A  popular  view  in  the 
financial  press  was  that,  for  much  of  the  year,  the  Fed  was  “behind 
the  curve”;  in  that  case,  some  fraction  of  the  rise  in  long-term  rates 
would  have  reflected  market  fears  of  increased  inflation.  In  fact. 
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the  flattening  of  the  yield  curve  that  followed  the  Fed’s  November 
tightening  is  consistent  with  the  view  that  the  Fed  had  only  then 
assumed  the  appropriately  aggressive  stance. 

An  increase  in  the  market’s  required  compensation  for  risk  could 
also  be  an  important  factor  in  the  rise  in  long-term  yields.  The  risk 
premium  is  difficult  to  measure  and  can  vary  over  time  as  percep¬ 
tions  change.  The  events  in  financial  markets  in  1994  no  doubt 
heightened  market  participants’  assessments  of  risk,  as  is  evi¬ 
denced  by  a  rise  in  expected  volatilities  inferred  from  options 
prices.  But  expected  volatilities  remained  well  below  levels  re¬ 
corded  through  much  of  the  1980s,  and  thus  this  measure  of  riski¬ 
ness,  by  itself,  does  not  support  the  hypothesis  that  higher  risk 
premia  accounted  for  a  significant  portion  of  the  runup  in  U.S. 
long-term  interest  rates. 

On  balance,  therefore,  the  evidence  from  the  United  States  is 
mixed.  The  consensus  of  forecasts  sees  no  major  increase  in  infla¬ 
tion.  But  there  are  indications  that  financial  markets  did  see  infla¬ 
tion  and  that  the  increase  in  long-term  rates  was  therefore  not  en¬ 
tirely  due  to  an  increase  in  its  real  component. 

More  direct  and  reliable  readings  of  inflation  expectations  would 
be  provided  if  one  could  compare  rates  of  return  on  bonds  whose 
yields  are  invariant  to  inflation  with  yields  on  conventional  bonds 
(Box  2-5).  Such  inflation-indexed  bonds  have  been  issued  in  other 
countries,  but  not  in  the  United  States,  and  valuable  information 
about  inflation  expectations  has  been  obtained  from  their  yields. 

EVIDENCE  FROM  FOREIGN  COUNTRIES 

A  number  of  factors  appear  to  have  contributed  to  the  rise  in 
long-term  interest  rates  in  foreign  countries  during  1994.  Probably 
the  most  important  development — ^virtually  identical  to  the  evo¬ 
lution  of  forecasts  for  the  U.S.  economy — ^was  the  better  than  ex¬ 
pected  recovery  in  real  economic  activity  in  the  foreign  G-7  coun¬ 
tries.  At  the  beginning  of  1994,  market  forecasters  expected  real 
GDP  growth  to  average  1.1  percent  in  the  major  foreign  countries 
in  1994  and  2  percent  in  1995.  By  the  end  of  last  year  those  expec¬ 
tations  had  been  revised  upward  to  2.1  percent  and  2.6  peicent,  re¬ 
spectively.  As  in  the  case  of  the  United  States,  there  is  some  lim¬ 
ited  evidence  available  to  decompose  the  rise  in  nominal  yields  into 
real,  inflation,  and  risk  components. 

Evidence  from  the  United  Kingdom’s  well-established  market  for 
indexed  bonds  suggests  that  only  about  one-half  of  the  rise  in 
I  nominal  interest  rates  in  that  country  has  shown  up  in  real  rates. 

The  remaining  increase  in  nominal  interest  rates  during  1994  is 
viewed  as  compensation  for  inflation,  a  measure  that  includes  the 
expectation  of  inflation  as  well  as  any  premium  for  inflation  risk. 
That  the  United  Kingdom  would  have  experienced  such  a  large  in- 
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Box  2-5. — Indexed  Bonds 

Although  the  inflation-indexed  bonds  that  various  countries 
have  issued  differ  somewhat  in  their  design,  their  terms  gen¬ 
erally  guarantee  that  the  principal  and  coupon  pa3mients  are 
adjusted  to  reflect  the  cumulative  change  in  a  specified  price 
index  since  a  base  period.  For  instance,  consider  an  indexed 
bond  that  is  issued  with  2  years  to  maturity,  a  maturity  value 
of  $100  in  real  terms,  and  an  annual  coupon  rate  of  5.0  per¬ 
cent.  One  way  of  structuring  the  payments  stream  is  as  fol¬ 
lows.  If  prices  rise  by  3  percent  in  the  first  year,  the  first-year 
coupon  pajrment  would  be  $5.15  (0.05  times  $100  times  1.03). 
If  prices  rise  by  4  percent  in  the  second  year,  the  second-year 
coupon  payment  would  be  $5.36  ($5.15  times  1.04).  The  matu¬ 
rity  value  at  the  end  of  the  second  year  would  be  $107.12  ($100 
times  1.03  times  1.04).  If  this  bond  sells  for  $100,  its  real  yield 
is  5  percent. 

For  this  indexed  bond,  the  real  yield  to  maturity  is  set  once 
the  purchase  price  of  the  bond  is  determined.  The  real  yield 
does  not  vary  with  the  rate  of  inflation,  although  the  realized 
nominal  yield  to  maturity  does.  By  contrast,  with  a  conven¬ 
tional  bond  the  nominal  yield  to  maturity  is  known  given  the 
purchase  price,  and  the  realized  real  yield  to  maturity  will  de¬ 
pend  on  the  actual  course  of  inflation. 

An  estimate  of  the  expected  rate  of  inflation  can  be  derived 
by  comparing  the  reed  yield  on  an  indexed  bond  with  the  nomi¬ 
nal  yield  on  a  conventional  bond.  For  example,  if  the  average 
annual  nominal  yield  on  a  conventional  bond  is  9  percent  and 
the  average  annual  real  yield  on  an  indexed  bond  is  5  percent, 
then  the  average  annual  expected  rate  of  inflation  is  approxi¬ 
mately  4  percent,  assuming  that,  except  for  the  indexation,  the 
bonds  are  perfect  substitutes  for  each  other  in  investors’  port¬ 
folios.  Differences  between  tbe  bonds’  maturity,  coupon  pay¬ 
ments,  tax  treatment,  and  other  features  could  affect  the  pref¬ 
erence  for  one  type  of  bond  relative  to  the  other,  in  which  case 
the  difference  in  yields  would  not  correspond  exactly  to  the  ex¬ 
pected  rate  of  inflation.  For  example,  investor  preferences  for 
certainty  about  the  real  rate  of  return  are  likely  to  cause  the 
spread  between  yields  on  conventional  and  indexed  bonds  to 
overestimate  the  expected  rate  of  inflation,  because  investors 
would  be  willing  to  pay  a  premium  on  indexed  bonds  (or  would 
require  additional  compensation  on  conventional  bonds).  Simi¬ 
larly,  if  investors  preferred  certainty  about  nominal  returns, 
the  yield  spread  would  be  likely  to  understate  the  expected  in¬ 
flation  rate. 
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crease  in  compensation  for  inflation  over  1994  should  come  as  no 
surprise,  given  that  inflation  there  in  recent  years  has  been  some¬ 
what  volatile.  Moreover,  the  withdrawal  of  the  pound  sterling  from 
the  Exchange  Rate  Mechanism  of  the  European  Monetary  System 
in  September  1992  may  have  increased  the  risk  premium  attached 
to  British  assets.  Notwithstanding  this  evidence  of  a  greater  likeli¬ 
hood  of  inflation,  or  increased  uncertainty  about  inflation  pros¬ 
pects,  forecasts  of  U.K  retail  price  inflation  for  1994  and  1995  were 
actually  revised  downward  over  the  year. 

With  the  exception  of  Italy,  inflation  forecasts  for  1994  and  1995 
remained  unchanged  or  declined  between  January  and  December 
1994  in  the  foreign  G-7  countries.  This  evidence,  by  itself,  would 
suggest  that  in  most  countries  the  rise  in  yields  was  due  to  higher 
real  rates  or  increased  premia  for  risk.  However,  some  analysts 
have  suggested  that  the  rise  in  long-term  bond  yields  across  coun¬ 
tries  in  1994  should  be  viewed  in  the  context  of  each  country’s  in¬ 
flation  history.  Chart  2-17  demonstrates  that  the  rise  in  long-term 
interest  rates  last  year  was  smaller  in  countries  with  a  history  of 
lower  inflation  (such  as  Japan  and  Germany)  than  in  countries 
with  a  history  of  higher  inflation. 

Others  have  suggested  that  the  size  of  fiscal  deficits  may  have 
played  a  role.  But  the  evidence  on  the  link  between  government 
spending  and  increases  in  long-term  yields  is  more  mixed.  The  total 
stock  of  government  debt  is  a  far  better  indicator  of  a  nation’s  fiscal 
position  than  is  the  size  of  the  deficit  in  a  single  year.  Whereas  in 
Italy  and  Sweden  increases  in  long-term  yields  of  3.6  and  3.7  per¬ 
centage  points,  respectively,  seemed  to  be  related  to  government 
debt  levels  around  100  percent  of  GDP,  rates  rose  in  Belgium  by 
a  smsdler  1.9  percentage  points,  despite  government  debt  near  150 
percent  of  GDP.  There  was  considerable  discussion  among  analysts 
about  the  determinants  of  the  rise  in  long-term  yields,  but  past 
price  and  fiscal  developments  were  not  “news”  in  1994,  and  there¬ 
fore  it  is  difficult  to  understand  why  financial  market  participants 
had  not  already  incorporated  such  developments  into  their  expecta¬ 
tions.  In  some  cases  these  variables,  when  coupled  with  an  uncer¬ 
tain  political  environment,  may  have  increased  the  market’s  re¬ 
quired  compensation  for  risk. 

FISCAL  DEFICITS,  DEMOGRAPHICS,  AND 
EMERGING  MARKETS 

Some  analysts  have  pointed  to  other  factors  as  possible  contribu¬ 
tors  to  increased  capital  demands  and  last  year’s  global  rise  in 
long-term  interest  rates.  One  factor  frequently  mentioned  is  gov¬ 
ernment  deficits  in  industrial  countries,  which  are  sizable  but  gen¬ 
erally  did  not  increase  appreciably  last  year.  Another  factor  men¬ 
tioned  is  demographic  shifts  that  will  begin  in  some  countries  by 
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Chart  2-17  Inflation  and  Long-Term  Interest  Rates 

Interest  rate  increases  were  greater  in  countries  with  histories  of  higher  rates  of  inflation. 


Change  in  rates  on  10-year  bonds  during  1994  (percentage  points) 
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the  end  of  this  century  and  are  expected  to  bring  with  them  in¬ 
creased  health  care  costs  and  rising  pension  liabilities.  Ultimately, 
fiscal  deficits  may  grow  significantly  larger,  as  countries  face  the 
expenses  associated  with  aging  populations.  Finally,  increased  in¬ 
vestment  opportunities  in  developing  countries  and  transition 
economies  are  often  viewed  as  having  added  to  global  demands  for 
capital  in  1994.  Many  commentators  have  pointed  to  the  rise  in 
stock  market  capitalizations  in  emerging  economies  and  the  in¬ 
creased  flow  of  capital  into  those  markets  from  U.S.  institutional 
investors  seeking  portfolio  diversification. 

None  of  these  factors  was  new  last  year,  however,  and  it  is  dif¬ 
ficult  to  see  what  would  make  them  suddenly  become  important  in 
1994.  Although  the  factors  just  enumerated  may  be  important  in 
assessing  the  expected  competition  in  world  capital  markets  over 
the  longer  term  or  the  generalized  rise  in  the  level  of  real  interest 
rates  since  the  1960s  and  1970s,  it  seems  improbable  that  they  con¬ 
tributed  substantively  to  increases  in  long-term  interest  rates  dur¬ 
ing  1994. 


THE  ADMINISTRATION  FORECAST 

The  Administration  expects  the  economic  expansion  to  moderate 
in  1995  as  the  effects  of  increases  in  interest  rates  to  date  spread 


more  broadly  through  the  economy.  The  actual  growth  rate  is  fore¬ 
cast  to  approach  the  growth  rate  of  potential  output,  with  the  econ¬ 
omy  achieving  a  so-called  soft  landing.  Over  the  longer  run,  output 
is  forecast  to  grow  in  line  with  potential  output,  and  the  rate  of  in¬ 
flation  to  remain  roughly  constant  at  3  percent  (Table  2-5). 


Table  2-5. —  Administration  Forecast 
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125.1 

■  Preliminary. 

Sources:  Council  of  Economic  Advisers,  Department  of  the  Treasury,  and  Office  of  Management  and  Budget. 


By  early  1996  the  forecast  predicts  an  easing  in  short-term  inter¬ 
est  rates.  Over  the  forecast  horizon,  long-term  interest  rates  also 
are  projected  to  decline,  and  the  spread  between  long-  and  short¬ 
term  rates  is  projected  to  narrow,  as  the  near-term  slowing  of 
growth  dispels  any  fears  on  the  part  of  flnancial  market  partici¬ 
pants  of  an  overheated  economy.  The  decline  in  nominal  long-term 
rates  reflects  a  decline  in  real  long-term  rates  and,  in  turn,  is  a 
consequence  of  the  growing  restraint  implied  by  the  stance  of  fiscal 
policy.  Absent  the  decline  in  the  real  rate,  output  growth  would  be 
likely  to  slow  with  the  slowing  in  Federal  Government  spending. 
Thus  the  Administration’s  longer  term  outlook  is  consistent  with  a 
growing  share  of  private  sector  spending  (especizdly  of  its  interest- 
sensitive  components)  and  a  declining  share  of  Federal  spending  in 
GDP. 

The  unemployment  rate  is  forecast  to  be  between  5.5  and  5.8  per¬ 
cent.  A  range,  rather  than  a  single  flgure,  is  projected  both  because 
the  relatively  short  experience  with  the  new  unemployment  rate 
survey  increases  the  uncertainty  associated  with  its  forecast,  and 
because,  as  indicated  earlier,  some  structural  change  could  be 
under  way  in  labor  markets.  Nevertheless,  the  Administration  ex¬ 
pects  that  economic  growth  over  the  next  several  years  will  be 
strong  enough  to  absorb  all  new  entrants  into  the  labor  force.  For 
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budget  purposes,  the  more  conservative  projection  of  a  5.8  percent 
unemployment  rate  was  used. 

As  always,  there  are  risks  to  the  forecast.  In  assessing  the  near- 
term  risks,  some  possibility  exists  that  the  interest  rate  increases 
to  date  will  not  succeed  in  dampening  growth  as  quickly  as  antici¬ 
pated  and  that  the  pace  of  the  expansion  could  overshoot  the  pro¬ 
jected  growth  rate  of  2.4  percent  for  1995.  Were  this  to  happen,  in¬ 
terest  rates  would  be  likely  to  rise  further,  slowing  the  economy 
thereafter  more  than  expected. 

On  the  downside,  there  remains  the  possibility  that  interest  rate 
increases  already  in  the  pipeline  will  moderate  the  expansion  soon¬ 
er  and  by  more  than  anticipated.  Compounding  this  risk  is  the  risk 
that  foreign  economic  growth  may  stall,  reducing  foreign  demand 
for  U.S.  exports.  The  sharp  decline  in  the  Mexican  peso  and  the  en¬ 
suing  slowdown  in  the  Mexican  economy  will  also  cut  into  U.S.  ex¬ 
port  growth.  In  addition,  the  substantial  inventory  accumulation 
over  the  past  year  may  not  be  entirely  intentional.  If  this  is  the 
case,  production  could  be  scaled  back  more  than  anticipated  in 
order  to  reduce  the  degree  of  inventory  overhang. 

Finally,  the  course  of  the  economy  depends  as  always  on  budg¬ 
etary  and  other  policy  decisions  of  the  Congress.  Perhaps  more 
than  usual  in  recent  years,  there  is  substantial  uncertainty  about 
future  congressional  action  in  matters  that  can  influence  the  paths 
of  output,  deficits,  and  interest  rates  over  the  medium  run. 

CONCLUSION 

Strong,  investment-led  growth  with  rapid  job  creation  and  low  in¬ 
flation  is  a  winning  combination,  and  this  is  what  the  U.S.  macro¬ 
economy  has  achieved  over  the  past  2  years.  In  part,  the  robust 
pace  of  growth  in  GDP  in  1993  and  1994  was  possible  because  con¬ 
siderable  slack  existed  in  the  economy  in  January  1993.  Because 
most  of  that  slack  had  disappeared  by  the  end  of  1994,  it  is  un¬ 
likely  that  the  economy  will  realize  the  same  rate  of  growth  over 
the  next  few  years.  That  is  why  the  Administration — and  most  pri¬ 
vate  forecasters — predict  a  soft  landing  in  which  GDP  growth 
moves  to  what  is  widely  viewed  to  be  its  long-run  potential  rate  of 
about  2.5  percent  a  year. 

Despite  the  likely  slowing  of  growth,  the  macroeconomic  outlook 
remains  very  favorable.  Continued  increases  in  employment  and  in¬ 
comes  are  expected.  Job  creation  should  be  sufficient  to  keep  the 
unemployment  rate  down,  and  sustained  economic  expansion  with 
moderate  inflation  should  allow  more  Americans  to  increase  their 
real  earnings  and  their  family  incomes  over  the  next  2  years  and 
beyond. 
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As  always,  there  are  risks  in  the  economic  outlook.  The  Federal 
Reserve  has  increased  short-term  interest  rates,  and  long-term 
rates  have  risen  almost  in  parallel.  Indeed,  long-term  rates  have 
risen  around  the  world.  The  rise  that  has  already  taken  place  could 
slow  growth  more  than  expected.  However,  the  Council  of  Economic 
Advisers  views  this  as  an  unlikely  outcome. 

In  the  1980s  the  U.S.  economy  collided  with  exploding  budget 
deficits.  That  situation  has  changed.  The  deficit  reduction  meas¬ 
ures  already  enacted  have  paid  off,  leading  to  an  improved  deficit 
outlook  for  the  remainder  of  the  decade.  The  President’s  1996 
budget  proposal  includes  additional  deficit  reduction,  as  well  as  a 
middle-class  tax  cut.  The  Administration’s  progress  on  reducing  the 
deficit  has  provided  the  basis  for  a  stable  and  balanced  long-term 
growth  path. 

One  weak  spot  in  the  macroeconomic  picture  for  1994  has  been 
the  current  account  deficit,  which  widened  significantly  over  the 
year  as  the  strong  U.S.  expansion,  combined  with  less  robust 
growth  overseas,  resulted  in  stronger  growth  in  imports  than  in  ex¬ 
ports.  An  improvement  in  the  current  account  is  anticipated  for 
1995,  as  growth  overseas  strengthens  and  U.S.  import  growth 
slows.  Over  the  longer  run,  reductions  in  the  budget  deficit  will  aid 
in  reducing  the  current  account  deficit. 

With  a  budget  deficit  that  is  under  control,  strong  growth  of  jobs 
and  GDP,  and  continued  low  inflation,  the  macroeconomy  has 
changed  vastly  for  the  better  over  the  past  2  years,  and  the  U.S. 
economy  looks  forward  to  continued  growth  with  rising  incomes  in 
1995. 

Vigorous  growth  in  1993  and  1994,  an  expected  soft  landing  in 
1995,  large  increases  in  employment,  and  modest  rates  of  infla¬ 
tion — ^these  are  noteworthy  achievements  for  any  economy.  But  the 
unemployment  rate  remains  high — especially  for  teenagers,  blacks, 
and  Hispanics — despite  a  significant  decline  over  the  past  2  years, 
and  the  real  incomes  of  many  Americans  have  shown  only  meager 
growth.  Chapter  5  discusses  the  Administration’s  proposals  for  life¬ 
long  learning,  which  have  the  potential  to  greatly  improve  the 
earning  prospects  of  those  Americans  who  have  not  participated 
fully  in  the  economy’s  expansion.  First,  however,  Chapter  3  dis¬ 
cusses  policies  to  enhance  the  economy’s  long-run  growth. 
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CHAPTER  3 


Expanding  the  Nation’s  Productive 
Capacity 

HOW  FAST  CAN  THE  ECONOMY  grow  on  a  sustainable  basis? 
Most  mainstream  gmalysts  currently  believe  that  aggregate  output 
can  grow  about  percent  per  yeeu*.  Recently,  however,  some  ana¬ 
lysts — perhaps  inspired  by  the  outstanding  performance  of  the 
economy  in  1994 — have  asserted  that  much  more  rapid  growth, 
possibly  as  fast  as  5  percent  per  year,  may  be  sustainable. 

The  answer  to  this  question  has  profound  implications  for  the  fu¬ 
ture  well-being  of  the  American  people.  If  the  mainstream  view  is 
correct,  aggregate  output  will  double  only  every  28  years  or  so,  and 
per  capita  output  only  about  every  56  years  (assuming  population 
growth  of  1  percent  per  year).  But  if  the  Edtemative  view  is  correct, 
aggregate  output  could  double  every  14  years,  and  per  capita  out¬ 
put  every  18  years. 

The  answer  also  has  important  implications  for  the  conduct  of 
government  policy.  Sensible  Federal  budget  planning  can  proceed 
only  in  the  context  of  a  realistic  assessment  of  the  long-term  out¬ 
look  for  the  economy.  If  the  outlook  is  robust,  then  a  more  expan¬ 
sionary  fiscal  iK)licy  may  well  be  consistent  with  a  responsible  out¬ 
come  on  the  deficit.  If,  on  the  other  hand,  the  outlook  is  more  sub¬ 
dued,  a  greater  degree  of  fiscal  restraint  may  be  required. 

Chart  3-1  illustrates  one  simple  method  for  assessing  the  sus¬ 
tainable  rate  of  growth  of  gross  domestic  product  (GDP).  (The  esti¬ 
mates  of  GDP  used  in  this  chapter  are  based  on  so-called  chain- 
type  emnual  weighted  data,  which  are  discussed  in  Box  3-1.)  The 
chart  focuses  on  the  growth  of  real  GDP  between  the  first  quarter 
of  1988  and  the  fourth  quarter  of  1994.  The  reason  for  focusing  on 
these  two  quarters  is  that  the  unemployment  rate  was  very  similar 
in  both:  5.7  percent  and  5.6  percent,  respectively.  This  suggests 
that  a  similar  fraction  of  the  economy’s  overall  productive  capacity 
was  being  utilized  in  both  quarters.  Thus  the  average  rate  of 
growth  of  output  in  the  interval  between  them  should  give  a  good 
indication  of  the  average  rate  of  growth  of  the  economy’s  productive 
capacity  during  that  period. 

As  the  chart  shows,  real  GDP  increased  at  an  average  annual 
rate  of  2. 1  percent  between  the  first  quarter  of  1988  and  the  fourth 
quarter  of  1994.  This  suggests  that  the  economy’s  productive  capac- 


Chart  3-1  Real  Gross  Domestic  Product 

Between  the  beginning  of  1988  and  the  end  of  1994,  real  GDP  increased  at  an 
average  annual  rate  of  2.1  percent. 

Index,  1967  •  100  (ratio  scale) 

120  I - 
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r4ote:  Data  are  based  on  a  chain-weighted  measure. 

Source;  Department  of  Commerce. 

ity — potential  GDP — also  grew  at  about  that  rate.  Over  the  same 
period,  real  GDP  measured  on  the  more  conventional  basis  (1987 
dollars)  increased  at  an  average  annual  rate  of  2.3  percent.  There¬ 
fore,  this  simple  method  suggests  that  the  consensus  view  that  the 
sustainable  rate  of  growth  is  about  2V2  percent  per  year  is  slightly 
more  optimistic  than  a  purely  mechanical  reading  of  recent  experi¬ 
ence  would  warrant. 

But  does  the  simple  graphical  method,  based  only  on  historical 
experience,  provide  an  accurate  signal  about  the  future  growth  of 
the  economy’s  capacity?  Historical  experience  does  not  yield  certain 
knowledge  of  future  trends.  In  particular,  it  does  not  take  into  ac¬ 
count  the  influence  of  policies  adopted  by  this  Administration  with 
the  goal  of  enhancing  the  productive  capacity  of  the  economy.  This 
chapter  undertakes  a  systematic  analysis  of  the  factors  contribut¬ 
ing  to  the  growth  of  the  economy’s  potential,  mainly  for  the  pur¬ 
pose  of  assessing  future  growth  prospects.  The  chapter  begins  by 
reviewing  trends  in  the  growth  of  GDP  since  the  early  1960s.  Next 
it  analyzes  improvements  in  the  productivity  of  American  workers 
and  increases  in  their  hours  of  work — ^the  two  major  sources  of 
growth  in  the  economsr’s  productive  capacity.  This  discussion  also 
examines  the  shortcomings  of  existing  measures  of  productivity 
growth  and  concludes  that  the  economy’s  actual  performance  may 
be  stronger  than  current  estimates  indicate.  The  chapter  then 
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Box  3-1. — Chain-Weighted  Measures  of  Output  and 
Productivity  Growth 

Any  index  of  aggregate  output  is  constructed  as  the  weighted 
sum  of  the  output  of  the  myriad  types  of  goods  and  services 
produced  in  the  economy.  But  what  weights  does  one  use? 
From  an  economic  standpoint,  it  makes  sense  to  use  relative 
prices  as  weights.  In  the  United  States,  government  statisti¬ 
cians  traditionally  have  used  fixed  weights,  namely,  the  rel¬ 
ative  prices  that  prevailed  in  a  particular  recent  year  (cur¬ 
rently  1987).  The  resulting  index  is  appropriate  for  assessing 
economic  performance  in  years  when  the  relative  price  struc¬ 
ture  was  similar  to  that  in  the  base  year 

Over  time,  however,  relative  prices  can  change  greatly,  mak¬ 
ing  a  fixed-weight  index  less  useful  for  gauging  long-term 
trends  in  output.  Computers  serve  as  a  good  example.  The 
rapid  increase  in  the  quantity  of  computers  produced  over  the 
past  30  years  has  been  accompanied  by  a  sharp  decline  in  their 
relative  price.  Because  the  price  of  a  computer  in  1987  was  far 
lower  than  it  was  in,  say,  1963,  the  fixed- weight  index  under¬ 
states  the  sector’s  share  in  total  output  in  1963,  and  hence  un¬ 
derstates  total  output  growth  between  1963  and  1987.  After 
1987,  the  effects  are  reversed:  the  price  of  computers  has  con¬ 
tinued  to  decline,  so  use  of  1987  weights  for  1994  computer 
output  causes  an  overstatement  of  the  contribution  of  comput¬ 
ers  to  1994  output.  Because  the  output  of  the  computer  sector 
has  continued  to  grow  faster  than  the  economy  as  a  whole,  this 
overweighting  causes  the  fixed-weight  index  to  overstate  the 
growth  in  output  between  1987  and  1994. 

Fortunately,  the  Department  of  Commerce,  which  prepares 
the  traditional  fixed-weight  measures  of  GDP,  also  now  pub¬ 
lishes  alternative  GDP  measures  that  eliminate  this  bias.  One 
such  alternative  is  the  so-called  chain-t3rpe  annual  weighted 
measure.  The  Department  of  Labor  uses  a  similar  chain- 
weighted  measure  (for  the  private  nonfarm  business  sector)  to 
construct  the  productivity  measures  cited  in  this  chapter.  Ac¬ 
cording  to  the  chain-type  output  measure,  between  1963  and 
1987  real  GDP  increased  by  an  average  of  3.3  percent  per  year, 
or  0.3  percentage  point  faster  than  the  fixed-weight  measure. 
Between  1987  and  1993,  output  as  measured  by  the  alternative 
index  grew  an  average  of  1.9  percent  annually,  or  about  0.2 
percentage  point  less  than  the  official  fixed-weight  figures. 
Thus,  correcting  for  fixed- weight  bias  makes  the  post- 1987  per¬ 
formance  of  output  (and  therefore  also  of  productivity)  look 
somewhat  less  encouraging  relative  to  its  pre-1987  perform¬ 
ance. 


turns  to  an  examination  of  the  appropriate  role  of  government  pol¬ 
icy  in  enhancing  the  economy’s  sustainable  long-run  growth  rate. 
The  chapter  concludes  with  a  brief  assessment  of  the  outlook  for 
trend  productivity  growth  and  for  the  growth  of  the  economy’s  po¬ 
tential. 

FACTORS  GENERATING  GROWTH 
OF  POTENTIAL  GDP 

Between  1963  and  1994  real  U.S.  GDP  increased  at  an  average 
annual  rate  of  3.1  percent  per  year.  Because  the  economy  appears 
to  have  been  operating  about  at  its  potential  in  both  those  years, 
the  average  rate  of  growth  of  actual  output  between  those  dates 
should  provide  a  relatively  accurate  estimate  of  the  average  rate  of 
growth  of  potential  output  during  the  same  period. 

Growth  of  real  GDP  can  be  decomposed  into  two  main  compo¬ 
nents:  growth  of  output  per  hour  worked  (or  productivity)  and 
growth  of  hours  worked.  As  Chart  3-2  illustrates,  these  two  compo¬ 
nents  each  contributed  1.7  percentage  points  to  the  growth  of  GDP 
between  1963  and  1994.  (Strictly  speaking,  the  data  on  productiv¬ 
ity  and  hours  worked  pertain  only  to  the  private  nonfarm  business 
sector,  whereas  the  data  on  output  pertain  to  the  total  economy.  As 
a  result,  and  because  the  output  of  the  private  nonfarm  business 
sector  was  increasing  slightly  more  rapidly  than  the  output  of  the 
total  economy,  the  growth  of  output  per  hour  and  the  growth  of 
hours  worked  add  up  to  slightly  more  than  the  growth  of  GDP). 

Chart  3-2  also  shows  that  the  average  experience  since  1963 
subsumes  two  very  different  episodes.  Between  1963  and  1972  real 
GDP  increased  at  an  average  annual  rate  of  4.2  percent.  By  con¬ 
trast,  since  1972  real  GDP  has  increased  only  about  2.6  percent  per 
year.  (The  economy  appears  to  have  been  operating  at  about  its  po¬ 
tential  in  1972;  as  a  result,  that  year  should  also  serve  as  a  useful 
benchmark  for  purposes  of  estimating  potential  GDP  growth  rates.) 
The  slower  rate  of  growth  of  GDP  since  1972  can  be  attributed  to 
a  slowdown  in  the  rate  of  growth  of  productivity,  since  the  growth 
of  hours  worked  was  about  as  rapid  after  1972  as  before. 

Chart  3-3  examines  the  slowdown  in  the  growth  of  productivity 
in  more  detail.  The  chart  illustrates  one  of  the  most  significant  eco¬ 
nomic  developments  of  the  postwar  period.  Whereas  productivity  in 
the  private  nonfarm  business  sector  increased  at  an  average  an¬ 
nual  rate  of  2.8  percent  between  1963  and  1972,  it  increased  only 
1.7  percent  per  year  between  1972  and  1978,  and  only  1.0  percent 
after  1978  (yet  another  year  in  which  the  economy  was  operating 
close  to  potential). 

By  contrast,  productivity  growth  in  the  manufacturing  sector 
seems  to  have  slowed  much  less  during  the  past  four  decades.  As 
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Chart  3-2  Factors  Generating  Growth  of  Gross  Domestic  Product 

Since  1972,  real  GDP  has  increased  more  slowly  than  before,  owing  to  a  reduction 

in  the  rate  of  growth  of  output  per  hour  worked. 

Average  annual  percent  change 


Real  GDP 


Note:  Estimates  of  growth  in  output  and  output  pw  hour  are  based  on  chain-weighted  measures. 

Data  on  output  per  hour  and  hours  woihed  pertain  to  the  private  nonfarm  business  sector,  whereas  the  data 
on  GOP  pertain  to  the  whole  ecorramy. 

Sources;  Council  of  Economic  Advisers,  Department  of  Commerce,  and  Department  of  Labor. 


Chart  3-3  Output  per  Hour  in  the  Private  Nonfarm  Business  Sector 
Productivity  growth  in  the  private  nonfarm  business  sector  seems  to  have  slowed 
markedly  sometime  in  the  early  1970s. 


1958  1962  1966  1970  1974  1978  1982  1986  1990  1994 

Note:  Data  are  based  on  a  chain-weighted  measure. 

Sources:  Council  of  EcorKxnic  Advisers  and  Department  of  Labor. 
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Chart  3-4  shows,  output  per  hour  in  the  manufacturing  sector  is 
estimated  to  have  increased  on  average  about  3.3  percent  per  year 
between  1963  and  1972,  2.6  percent  between  1972  and  1978,  and 
2.6  percent  again  between  1978  and  1987.  (The  chain-weighted 
data  used  in  Chart  3-4  were  only  available  through  1991.  Growth 
in  manufacturing  productivity  between  1987  and  1991  was  quite 
weak,  but  this  is  not  surprising  given  that  the  economy  was  still 
in  recession  in  early  1991.  Assessment  of  the  more  recent  trend  in 
manufacturing  productivity  will  have  to  await  publication  of  data 
for  subsequent  years,  when  the  economy  was  once  again  operating 
closer  to  potential.) 

Chart  3-4  Output  per  Hour  In  the  Manufacturing  Sector 

Productivity  groWi  in  the  manufacturing  sector  appears  to  have  slowed  only  a 

little  since  the  1960s  and  early  1970s. 

Index,  1987  -  100  (ratio  scale) 
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Note:  Data  are  based  on  a  chain-weighted  measure. 

Source:  Department  of  Labor. 

Teiken  together.  Charts  3-3  and  3—4  suggest  that  the  slowdown 
in  the  growth  of  productivity  after  1972  was  concentrated  outside 
the  manufacturing  sector.  It  has  been  argued  that  these  and  simi¬ 
lar  data  exaggerate  that  concentration,  because  they  do  not  control 
for  the  fact  that  the  manufacturing  sector  may  have  increasingly 
“outsourced”  some  low-productivity  activities.  For  example,  if  fac¬ 
tories  contract  with  security  firms  to  do  work  formerly  done  by 
their  own  security  guards,  that  activity  will  be  counted  in  the  serv¬ 
ices  rather  than  the  manufacturing  sector,  and  if  security  guards’ 
productivity  is  less  than  that  of  the  factories’  assembly-line  work¬ 
ers,  official  statistics  may  report  an  increase  in  overall  manufactur- 


ing  productivity  that  does  not  reflect  an  increase  in  the  productiv¬ 
ity  of  any  individual  worker.  What  this  argument  ignores,  however, 
is  that  A^/i-productivity  jobs  may  also  have  been  outsourced,  in 
which  case  the  direction  of  bias  in  the  offlcial  estimates  would  be 
ambiguous.  On  balance,  the  evidence  suggests  that  the  apparent 
strength  of  productivity  growth  in  manufacturing  is  not  a  flgment 
of  job  migration. 

Much  of  the  discussion  in  this  chapter  focuses  on  the  slow  rate 
of  growth  of  productivity  in  the  United  States  since  the  early 
1970s,  relative  to  earlier  U.S.  experience  and  the  experience  of 
other  countries.  But  it  is  worth  noting  that  U.S.  workers  remain 
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level  and  slow  growth  of  productivity  in  the  United  States  com¬ 
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FACTORS  GENERATING  GROWTH  OF 
PRODUCTIVITY 
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by  improving  the  efficiency  with  which  these  factors  of  production 
are  used.  Improvements  in  efficiency  can  come  from  advances  in 
technology  (due  to  basic  research  or  applied  research  and  develop¬ 
ment,  or  R&D),  but  they  can  also  come  from  other  sources,  such  as 
process  innovation,  that  are  not  conventionally  thought  of  as  tech¬ 
nology.  Chart  3-5  summarizes  the  behavior  of  the  main  factors 
contributing  to  the  growth  of  productivity  since  1963.  (Box  3-3  dis¬ 
cusses  whether  an  increase  in  productivity  comes  at  the  expense  of 
a  reduction  in  jobs.) 

THE  QUALITY  OF  THE  WORK  FORCE 

One  important  determinemt  of  worker  productivity  is  the  workers 
themselves  and  the  skills  and  abilities  they  bring  to  the  workplace. 
Increases  in  the  hourly  output  of  the  average  worker  can  reflect  an 
improvement  in  the  characteristics  that  allow  workers  to  accom¬ 
plish  the  same  tasks  in  less  time,  to  adapt  to  changing  situations 
with  greater  flexibility,  euid  to  become  the  engineers  of  change 
themselves. 

Two  rough  indicators  of  work  force  quality  are  average  edu¬ 
cational  attainment  (average  years  of  schooling  per  worker)  and  av¬ 
erage  experience.  Since  1963  the  average  educational  attainment  of 
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Box  3-2. — ^Technological  Catch-up  and  International 
Differences  in  Productivity  Growth 

How  could  it  be  that  the  United  States,  with  one  of  the  high¬ 
est  levels  of  productivity  in  the  world,  is  not  also  among  the 
countries  where  productivity  is  growing  most  rapidly?  Some 
economists  have  suggested  that,  far  from  being  a  paradox,  this 
circumstance  is  to  be  expected.  The  slow-growing  leader,  fast¬ 
growing  follower  pattern  may  simply  reflect  the  dynamics  of 
technological  “catch-up.” 

Standard  models  of  economic  growth  assume  that  richer  and 
poorer  countries  have  the  same  production  technologies  at 
their  disposal  (even  if  they  choose  to  implement  them  with  dif¬ 
ferent  mixes  of  capital  and  labor).  Recently,  however,  growth 
economists  have  begun  to  question  the  realism  of  this  assump¬ 
tion.  In  practice,  technological  diffusion — ^the  spread  of  ideas — 
from  leader  to  follower  is  far  from  automatic.  Firms  in  follower 
countries  may  lack  the  skilled  workers  (engineers,  managers) 
needed  to  exploit  technologies  used  in  leader  countries  effi¬ 
ciently.  In  addition,  firms  in  leader  countries  may  attempt  to 
guard  their  core  technologies  to  prevent  or  delay  their  spread 
to  potential  competitors  abroad.  Technological  diffusion  may  be 
particularly  slow  in  the  case  of  “soft”  technologies  (process 
technologies  and  work  organization),  which  cannot  be  imported 
and  reverse-engineered  as  new  products  can. 

For  follower  countries  a  gap  in  technology  creates  an  oppor¬ 
tunity.  Leader  countries  (such  as  the  United  States)  will  find 
their  productivity  growth  limited  by  the  rate  of  creation  of  new 
knowledge.  But  followers  can  grow  more  quickly  by  closing  a 
portion  of  the  technology  gap.  It  appears  that  success  in  closing 
this  gap  helped  spur  the  postwar  grovirth  of  Japan  and  the  East 
Asian  newly  industrializing  countries,  which  invested  heavily 
in  technology  acquisition  and  human  resources  and  created 
business  environments  conducive  to  technological  growth.  Not 
every  country  succeeds,  however,  in  closing  the  technology  gap. 
Indeed,  some  followers  have  fallen  farther  behind,  and  follower 
countries  as  a  group  have  not  become  richer  faster  than  leader 
countries.  Nevertheless,  the  evidence  suggests  strongly  that, 
for  followers,  the  upper  limit  on  growth  in  per  capita  income 
and  productivity  exceeds  that  for  technological  leaders. 

the  work  force  has  increased  by  about  2  years.  The  Bureau  of 
Labor  Statistics  (BLS)  of  the  Department  of  Labor  estimates  that 
investment  in  education  boosted  productivity  about  0.3  percentage 
point  per  year,  on  average,  between  1963  and  1992.  In  contrast,  the 
average  experience  level  declined  slightly  between  1963  and  1992, 
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Chart  3-5  Factors  Generating  Growth  of  Output  per  Hour 

Most  of  the  slowdown  in  productivity  growth  after  1972  reflects  a  deceleration 

of  the  so-called  residual  factor. 


Average  annual  percent  change 


Note:  Data  are  based  on  chain-weigrited  measures  and  pertain  to  tire  private  nonfarm  business  sector. 
Source:  Department  of  Labor. 


knocking  about  0.1  percentage  point  off  productivity  growth  each 
year.  On  net,  therefore,  measured  changes  in  worker  quality  have 
added  an  estimated  0.2  percentage  point  per  year  to  productivity 
growth  since  1963.  Interestingly,  worker  quality  appears  to  bear 
none  of  the  respionsibility  for  the  post- 1972  slowdown  in  productiv¬ 
ity  growth.  In  fact,  the  estimated  contribution  of  improvements  in 
worker  quality  to  productivity  growth  increased,  from  essentially 
nothing  before  1972  to  about  0.3  percentage  point  per  year  between 
1972  and  1992  (Chart  3-5). 

One  caveat  is  in  order  here.  Although  the  BLS  education  meas¬ 
ure  captures  changes  in  the  average  number  of  years  of  schooling, 
it  does  not  capture  changes  in  its  quality.  Clearly,  quality  matters: 
a  worker  who  spent  12  years  marking  time  in  poorly  taught  classes 
is  likely  to  be  less  productive  than  one  who  spent  the  same  number 
of  years  actively  learning  from  skilled  teachers.  Unfortunately,  the 
evidence  on  whether  any  such  decline  in  the  quality  of  schooling 
could  help  explain  the  productivity  slowdown  is  too  scanty  to  sup¬ 
port  any  firm  conclusions. 

Training  workers  on  the  job  is  another  way  of  increasing  their 
human  capital  and  contributing  to  aggregate  productivity  growth. 
Solid  quantitative  estimates  have  not  been  made  of  the  contribu¬ 
tion  of  training  to  aggregate  productivity  growth  because  there  are 
no  reliable  data  on  the  aggregate  amount  of  training  taking  place. 
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Box  3-<3. — Productivity  and  the  Growth  of  Jobs 

A  persistent  concern,  voiced  by  many  workers  and  business 
owners  as  well  as  some  economic  analysts,  is  that  rapid  growth 
of  productivity  may  cause  job  losses.  This  concern  seemed  vali¬ 
dated  early  in  the  current  expansion,  when  strong  growth  of 
productivity  seemed  to  be  standing  in  the  way  of  a  vigorous 
pickup  in  the  pace  of  hiring.  Does  this  concern  have  any  ana¬ 
lytical  basis? 

At  the  macroeconomic  level,  a  pickup  in  the  rate  of  produc¬ 
tivity  growth  need  not  be  associated  with  any  reduction  in  the 
aggregate  number  of  jobs  available  in  the  economy — at  least 
not  once  fiscal  and  monetary  policy  have  been  adjusted  to  re¬ 
flect  the  favorable  change  in  productivity  growth.  An  increase 
in  productivity  growrth  allows  GDP  to  grow  more  rapidly  with¬ 
out  generating  inflationary  pressures.  Over  the  long  term, 
macroeconomic  policies  can  bring  the  growth  of  aggregate  de¬ 
mand  in  line  with  the  improved  rate  of  expansion  of  the  econo¬ 
my’s  productive  capacity,  and  thus  sustain  the  growth  of  em- 
plo3mient. 

At  the  microeconomic  level,  productivity  growth  may  change 
the  composition  of  available  jobs,  and  thus  may  be  associated 
with  significant  dislocation  as  workers  are  forced  into  new  jobs, 
possibly  requiring  different  skills  and  perhaps  even  relocation. 
In  this  context,  the  role  of  government  is  to  facilitate  the  tran¬ 
sition  of  workers  and  capital  to  their  most  productive  uses, 
while  setting  fiscal  and  monetary  policies  to  keep  the  economy 
on  a  sustainable  trajectory  of  high  employment  with  low  infla¬ 
tion. 


Nevertheless,  available  microeconomic  evidence  suggests  that 
training  matters.  Studies  of  the  wages  of  individual  v/orkeis  indi¬ 
cate  that  the  payoff  to  formal  training  (including  apprenticeships) 
can  be  quite  substantial:  a  year  of  training  typically  provides  re¬ 
turns  of  a  similar  magnitude  to  those  offered  by  a  year  of  formal 
schooling  (an  increase  in  wages  of  about  6  to  10  percent  on  aver¬ 
age).  Other  research  has  found  that  companies  offering  more  train¬ 
ing  enjoy  higher  rates  of  productivity  growth.  (Chapter  5  discusses 
the  importance  of  worker  training  in  greater  detail.) 

THE  SIZE  OF  THE  PRIVATE  CAPITAL  STOCK 

Increasing  capital  intensity — roughly  speaking,  the  amount  of 
capital  per  worker — has  been  a  key  source  of  productivity  improve¬ 
ment  over  the  postwar  period.  When  new  investment  has  been  un¬ 
dertaken  to  support  an  improved  technology,  the  gains  have  some- 
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times  been  especially  impressive.  For  example,  output  per  hour  in 
the  telecommunications  industry  increased  an  average  of  5.5  per¬ 
cent  per  year  between  1969  and  1989,  as  the  industry  invested 
heavily  in  new  satellite,  cellular,  and  fiber  optic  technologies. 

Productivity  increases  through  capital  investment  have  often  in¬ 
volved  exploiting  economies  of  leirge-scale  production.  Industries 
such  as  food  processing,  beverages,  and  electricity  generation  are 
cases  in  point.  In  the  beverage  industry,  for  example,  high-speed 
canning  lines  have  raised  productivity,  but  their  contribution  has 
been  made  possible  in  part  by  the  development  of  large  markets. 
To  operate  efficiently,  these  lines  must  produce  nearly  500  million 
cans  per  year! 

Data  from  the  BLS  indicate  that  increases  in  capital  intensity — 
also  known  as  capital  dee{>ening — added  about  0.9  percentage  point 
per  year  to  the  growth  of  U.S.  productivity  between  1963  and  1992. 
As  Chart  3-5  shows,  a  reduction  in  the  pace  of  capital  deepening 
explains  only  a  small  portion  of  the  post- 1972  slowdown  in  produc¬ 
tivity  growth. 

INFRASTRUCTURE 

Historically,  investment  in  public  capital  such  as  roads,  bridges, 
airports,  and  utilities  has  made  a  significant  contribution  to  the 
Nation’s  productivity  growth.  Yet  the  net  public  capital  stock  in  the 
United  States  has  declined  relative  to  GDP,  from  50  percent  of 
GDP  in  1970  to  only  a  bit  more  than  40  percent  recently.  The  net 
public  capital  stock  has  also  declined  relative  to  the  net  private 
nonresidential  capital  stock.  These  declining  trends  in  public  cap¬ 
ital  suggest  that  infrastructure  investment  has  been  a  net  drag  on 
the  growth  of  productivity  since  1970,  but  there  is  no  consensus  as 
to  the  quantitative  importance  of  this  effect. 

RESEARCH  AND  DEVELOPMENT 

Total  Federal  and  private  spending  for  research  and  development 
has  averaged  about  2V2  percent  of  GDP  since  1960  (Chart  3-6).  In 
dollar  terms,  American  investment  in  R&D  in  1992  was  greater 
than  the  R&D  investment  of  Japan,  Germany,  and  France  com¬ 
bined.  Even  relative  to  national  income,  the  United  States  was 
roughly  tied  with  Japan  for  first  place  among  major  industrialized 
countries. 

As  Chart  3-6  shows,  a  much  leirger  share  of  total  R&D  spending 
in  the  United  States  is  privately  financed  now  than  used  to  be  the 
case.  Relative  to  GDP,  Federal  spending  for  R&D  was  at  a  high 
level  in  the  early  1960s,  after  the  Sputnik  launch  provoked  a  wave 
of  concern  that  the  United  States  was  lagging  behind  the  Soviet 
Union  technologically.  But  that  ratio  trended  down  during  most  of 
the  1960s  and  1970s  and  has  been  more  or  less  flat  since  the  late 


Chart  3-6  Expenditures  for  Research  and  Development  Relative  to  GDP 

Total  R&D  expenditures  have  been  fairly  steady  over  the  past  three  decades,  but  the  share 

financed  by  private  industry  has  risen  since  1980. 

Percent 


Note:  ’Other”  includes  R&D  funded  by  universities  and  other  nonprofit  organizations.  Observations  after  1990  are 
not  strictly  comparable  with  those  of  earlier  years,  due  to  a  change  in  the  survey  methodology. 

Sources:  Council  of  Economic  Advisers  and  the  National  Science  Foundation. 


1970s.  In  contrast,  industry-funded  R&D  investment  has  been  no¬ 
ticeably  greater  relative  to  GDP  during  the  1980s  and  early  1990s 
than  during  the  1960s  and  1970s.  Indeed,  since  1980  the  private 
sector  has  sponsored  more  R&D  than  has  the  Federal  Government. 

According  to  BLS  estimates,  investment  in  R&D  contributed 
about  0.2  percentage  point  to  the  growth  of  productivity  between 
1963  and  1992,  with  essentially  no  difference  before  and  after  1972 
(Chart  3-5).  In  all  likelihood,  however,  R&D  has  played  a  more  im¬ 
portant  role  than  these  estimates  would  indicate,  for  a  number  of 
reasons.  First,  given  the  difficulties  involved  in  measuring  the  re¬ 
turn  to  investment  in  R&D,  part  of  it  probably  shows  up  in  the  un¬ 
explained  residual  (see  below).  Second,  because  it  is  very  difficult 
for  anyone  investing  in  R&D  to  capture  all  of  the  benefits  of  that 
investment,  part  of  the  return  to  American  investment  in  R&D 
probably  is  captured  by  foreign  producers.  (Similarly,  American 
producers  probably  capture  some  of  the  benefits  of  R&D  investment 
undertaken  by  foreign  firms.)  Finally,  some  investment  in  R&D  has 
had  important  benefits  in  addition  to  whatever  improvement  in  the 
measured  growth  of  productivity  it  may  have  yielded.  For  example, 
medical  research  (which  claims  18  percent  of  total  U.S.  R&D)  has 
substantial  payoffs,  but  it  is  highly  unlikely  that  these  payoffs  are 
fully  reflected  in  the  statistics  on  output  per  hour. 
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THE  RESIDUAL 

Over  the  postwar  period,  increases  in  human  and  physical  cap¬ 
ital  and  investment  in  R&D  fail  to  account  for  all  of  the  measured 
growth  in  productivity.  The  remainder  generally  is  presumed  to  re¬ 
flect  unmeasured  improvements  in  the  quality  of  the  capital  stock 
and  the  work  force,  as  well  as  more  efficient  utilization  of  capital 
and  labor  in  the  production  process.  Available  data  suggest  that 
this  unexplained  residual  contributed  about  0.5  percentage  point 
per  year  to  the  growth  of  productivity  between  1963  and  1992. 

The  nature  of  this  residual  has  puzzled  economists  for  40  years 
and  has  stimulated  a  vast  literature  seeking  to  explain  it  and  to 
understand  the  dramatic  difference  in  its  behavior  before  and  after 
1972.  Between  1963  zmd  1972  the  residusd  contributed  about  1.5 
percentage  points  per  year  to  the  growth  of  productivity.  Between 
1972  and  1992,  however,  the  residued  made  no  contribution  at  all 
(Chart  3-5). 

Two  possible  explanations  as  to  the  source  of  the  residual  follow 
from  the  previous  discussion.  The  data  from  the  BLS  do  not  quan¬ 
tify  the  effect  of  either  on-the-job  training  or  investment  in  infra¬ 
structure,  so  any  contributions  of  those  two  factors  end  up  in  the 
residual.  In  addition,  industries  evolve  in  ways  that  increase  pro¬ 
ductivity,  and  the  contributions  of  these  evolutions  are  not  cap¬ 
tured  in  existing  measures  of  capital,  labor,  or  R&D  investment. 
For  example,  the  shift  from  small  food  stores  to  supermeirkets  gave 
a  substantial  boost  to  productivity  in  food  retailing  in  the  United 
States  in  the  1950s  and  1960s.  Similarly,  many  American  compa¬ 
nies  have  improved  their  business  systems,  and  the  contributions 
of  these  improvements  are  likewise  not  captured  in  the  official  sta¬ 
tistics  except,  by  default,  in  the  residual.  For  example,  the  redesign 
of  production  processes  within  the  manufacturing  sector  (such  as 
lean  manufacturing  of  automobiles)  and  the  redesign  of  products  to 
make  them  easier  to  assemble  have  been  sources  of  productivity 
growth. 

Some  observers  have  sirgued  that  an  increasing  burden  of  gov¬ 
ernment  regulation  may  account  for  part  of  the  reduction  in  the 
contribution  of  the  residual  during  the  1970s.  Since  the  late  1970s, 
however,  a  number  of  important  industries — including  trucking, 
airlines,  and  rail — have  been  deregulated.  In  addition,  competition 
has  been  introduced  into  the  market  for  long-distance  telephone 
services.  These  factors  suggest  that  any  role  of  regulatory  burden 
in  the  post- 1972  productivity  slowdown  probably  has  not  been 
large. 

Another  commonly  mentioned  explanation  for  the  reduction  in 
the  contribution  of  the  residual  to  productivity  growth  is  the  rise 
in  energy  prices  during  the  1970s.  According  to  this  logic,  efforts 
to  reduce  energy  consumption  reduced  measured  productivity 
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growth.  This  explanation  is  not  very  convincing,  however,  because 
energy  costs  do  not  bulk  large  in  total  costs,  and  because  productiv¬ 
ity  growth  has  not  revived  despite  the  reversal  of  most  of  the  1970s 
runup  in  real  oil  prices. 

Finally,  it  is  possible  that  part  of  the  slowdown  in  measured  pro¬ 
ductivity  growth  is  not  real  but  reflects  measurement  error.  This 
could  be  the  case  if,  for  example,  measurement  error  has  caused 
the  ofllcial  statistics  to  understate  productivity  growth  by  more 
since  1972  than  before.  Even  if  measurement  error  does  not  help 
explain  why  productivity  growth  has  been  slower  since  1972  than 
before,  it  may  help  explain  why  it  has  been  so  slow  in  absolute 
terms.  A  later  section  of  this  chapter  examines  the  extent  to  which 
the  productivity  problem  might  reflect  faulty  measurement. 

HAS  THE  TREND  IN  PRODUCTIVITY  GROWTH 
IMPROVED  RECENTLY? 

Since  1987,  according  to  current  estimates,  productivity  growth 
in  the  private  nonfarm  business  sector  has  averaged  1.2  percent 
per  year,  somewhat  faster  than  the  average  during  the  previous 
decade.  And  since  1991,  productivity  growth  has  averaged  about 
2.0  percent  per  year — ^more  than  twice  the  1978-87  average.  Are 
recent  claims  of  a  pickup  in  trend  productivity  growth  justified? 
(Provided  there  has  been  no  offsetting  reduction  in  the  growth  of 
hours,  such  a  pickup  would  translate  into  an  increase  in  the  econo¬ 
my’s  potential  growth  rate.)  This  question  is  not  easily  resolved  be¬ 
cause  the  recent  behavior  of  productivity  has  been  heavily  influ¬ 
enced  (for  the  better)  by  the  faster  pace  of  economic  activity  during 
the  last  2  years.  A  proper  assessment  of  the  trend  in  productivity 
growth  can  be  made  only  by  abstracting  from  cyclical  influences. 

Chart  3-7  focuses  on  the  behavior  of  productivity  since  1976.  Be¬ 
tween  1978  and  1982 — b.  period  that  included  the  deepest  recession 
of  the  postwar  period — productivity  actually  declined  slightly  ac¬ 
cording  to  official  estimates.  Then,  as  recovery  took  hold,  productiv¬ 
ity  rebounded.  By  1987  the  economy  once  again  was  operating  in 
the  neighborhood  of  its  full  potential.  Between  1978  and  1987  the 
growth  of  productivity  averaged  about  0.9  percent  per  year. 

Since  1987  this  chain  of  events  has  essentially  repeated  itself:  a 
period  of  slow  growth  in  productivity  as  the  economy  endured  a  re¬ 
cession,  followed  by  a  period  of  rebound  as  the  recovery  gathered 
strength.  Today,  well  into  the  expansion,  the  economy  once  again 
appears  to  be  operating  in  the  neighborhood  of  its  potential.  Be¬ 
tween  1987  and  1994 — as  was  noted  above — ^productivity  growth 
averaged  about  1.2  percent  per  year.  Thus,  currently  available  data 
do  seem  to  hint  that  the  trend  in  productivity  growth  has  picked 
up  in  the  last  few  years.  However,  the  magnitude  of  that  pickup 
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Productivity  has  increased  rapidly  since  1991.  Nonetheless,  it  is  still  difficult  to  know  whether 

there  has  been  an  improvement  in  the  trend  rate  of  productivity  growth. 
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Note:  Data  are  based  on  a  chain-weighted  measure. 

Sources;  Council  of  Economic  Advisers  and  Department  of  Labor. 

pales  in  comparison  to  the  decline  that  occurred  earlier  in  the  post¬ 
war  period.  Moreover,  the  evidence  in  support  of  a  pickup  is  still 
inconclusive.  For  example,  if  trends  are  computed  for  the  periods 
1978-86  and  1986-94  rather  than  1978-87  and  1987-94,  the  sug¬ 
gestion  of  a  pickup  is  much  weaker:  productivity  growth  averaged 
1.0  percent  per  year  in  the  earlier  alternative  subperiod  and  1.1 
percent  in  the  later  one.  On  the  other  hand,  if  the  breakpoint  cho¬ 
sen  is  1988  or,  especially,  1989,  the  evidence  in  favor  of  a  pickup 
appears  stronger.  However,  the  averages  over  these  later  periods, 
especially  the  one  since  1989,  are  dominated  by  the  cyclical  recov¬ 
ery  and  so  may  create  a  false  impression  of  an  improvement  in  the 
trend. 

Furthermore,  the  Labor  Department  released  data  in  1994  sug¬ 
gesting  that  the  growth  of  hours  worked  between  1993  and  1994 
may  be  revised  upward  by  enough  to  shave  0.1  percentage  point  off 
the  average  rate  of  productivity  increase  for  the  period  1987-94. 
Thus,  while  the  evidence  in  favor  of  a  slight  improvement  in  the 
productivity  growth  trend  is  encouraging,  it  is  not  yet  decisive.  The 
experience  of  the  next  few  years  will  be  quite  telling  for  this  issue. 
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ISSUES  RELATED  TO  THE  MEASUREMENT  OF 
PRODUCTIVITY 

To  many  in  the  business  community,  the  idea  that  there  has 
been  a  slowdown  in  the  rate  of  improvement  of  business  efficiency 
would  simply  be  implausible.  International  comparisons  based  on 
detailed  case  studies  suggest  that  the  level  of  productivity  is  higher 
in  the  United  States  than  in  Germany  or  Japan  and  that  many  im¬ 
portant  innovations — especially  in  the  services  sector — ^have  origi¬ 
nated  in  the  United  States. 

Examples  of  such  innovations  abound.  Retailers  have  invested 
heavily  in  information  technology  to  improve  efficiency  and  the 
quality  of  service.  New  specialty  formats  provide  customers  with  a 
wider  array  of  choices.  Financial  institutions  have  simultaneously 
improved  their  efficiency  and  expemded  their  product  lines  dramati¬ 
cally.  Mortgages  are  now  processed  much  more  quickly  and  in 
much  greater  volume.  Customer  service  has  been  enhanced  by  the 
widespread  introduction  of  automatic  teller  machines  as  well  as 
automatic  deposit  and  withdrawal  services.  The  mutual  fund  indus¬ 
try  now  provides  individual  investors  with  diversification  possibili¬ 
ties  that  would  have  been  barely  conceivable  30  years  ago.  In  the 
field  of  medicine,  with  the  introduction  of  microsurgical  techniques, 
a  cataract  operation  performed  today  is  faster  and  safer  than  one 
performed  even  a  decade  ago.  And  with  the  advent  of  arthroscopic 
surgery,  repair  of  a  tom  knee  ligament  involves  a  shorter  stay  in 
the  hospital,  less  chance  of  collateral  damage  during  surgery,  and 
a  faster  recovery  time.  Telecommunications  companies  have  intro¬ 
duced  many  new  services,  including  high-speed  data  transfer  and 
mobile  cellular  telephone  service. 

To  some  extent,  these  dramatic  changes  in  service  industries  are 
not  reflected  in  the  productivity  data  presented  in  this  chapter.  Ei¬ 
ther  they  do  not  enter  the  standard  productivity  calculations  at  all, 
or  their  contribution  to  growth  is  understated.  For  example,  within 
the  financial  services  area,  productivity  growth  in  the  banking  in¬ 
dustry  has  averaged  more  than  2  percent  per  year  in  recent  years, 
according  to  BLS  estimates.  However,  these  estimates  are  not  used 
in  the  construction  of  aggregate  measures  of  output  and  productiv¬ 
ity.  Instead,  for  these  measures,  growth  of  real  output  in  bzmking 
and  other  financial  services  is  assumed  equal  to  the  increase  in 
hours  worked  in  the  industry,  so  that  growth  in  labor  productivity 
is  roughly  zero  by  assumption. 

Measurement  issues  are  particularly  important  in  the  area  of 
health  care,  both  because  that  sector  now  accounts  for  14  percent 
of  GDP  and  because  the  conceptual  difficulties  there  are  so  great. 
For  example,  current  productivity  measures  would  not  reflect  the 
influence  of  a  technological  advance  that  allowed  a  gallbladder  pa- 
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tient  to  be  treated  and  to  recover  in  a  much  shorter  time  than  be¬ 
fore.  As  for  telecommunications,  productivity  data  understate  the 
benefit  to  consumers  of  newly  available  services. 

These  examples  reflect  underlying  problems  in  productivity 
measurement  associated  with  the  changing  character  of  the  econ¬ 
omy.  But  there  are  also  other  general  problems  in  measuring  pro¬ 
ductivity.  Roughly  speaking,  official  measures  of  average  labor  pro¬ 
ductivity  are  calculated  by  dividing  the  nominal  output  of  a  given 
sector  (e.g.,  the  private  nonfarm  business  sector  or  the  manufactur¬ 
ing  sector)  by  an  estimated  price  index  and  a  measure  of  hours 
worked.  The  trends  in  all  three  of  these  variables  are  subject  to 
measurement  error. 

In  concept,  the  task  of  measuring  nominal  output  is  straight¬ 
forward:  one  need  only  calculate  the  current  dollar  value  of  total 
production  of  “final”  goods  and  services — that  is,  goods  and  services 
that  are  used  for  either  consumption  or  investment  at  home  or 
abroad,  by  either  individuals,  businesses,  or  governments.  In  prac¬ 
tice,  however,  the  task  is  challenging.  One  important  set  of  difficul¬ 
ties  involves  the  definition  of  investment  goods.  Traditionally,  in¬ 
vestment  goods  have  been  defined  as  tangible  assets,  such  as  fac¬ 
tories  or  drill  presses,  that  have  a  useful  lifetime  of  more  than  1 
year.  As  a  result,  intangibles  such  as  computer  software  and  re¬ 
search  and  development  have  for  the  most  part  been  treated  as  in¬ 
termediate  goods  and  services — that  is,  as  inputs  into  the  produc¬ 
tion  process — and  therefore  not  as  part  of  final  demand. 

Recently,  however,  a  number  of  observers  have  suggested  that 
the  traditional  definition  of  an  investment  good  should  be  expanded 
to  include  business  expenditures  for  computer  software.  A  move  in 
this  direction  would  raise  the  measured  level  of  GDP  and  hence 
would  also  raise  the  measured  level  of  productivity.  Moreover,  to 
the  extent  that  business  expenditures  for  computer  software  have 
been  growing  more  rapidly  than  the  economy  as  a  whole,  such  a 
redefinition  would  also  raise  the  rate  of  growth  of  both  output  and 
productivity.  Finally,  such  a  redefinition  would  temper  the  appar¬ 
ent  slowdown  in  productivity  growth  since  1972,  assuming  that,  as 
seems  likely,  the  growth  of  software  production  has  been  more 
rapid  since  1972  than  before.  Box  3-4  discusses  issues  related  to 
treatment  of  software  as  an  investment  good  in  the  national  income 
and  product  accounts  (NIP As). 

Measurement  of  prices  is  the  critical  problem  in  the  measure¬ 
ment  of  productivity.  The  output  of  the  economy  increasingly  is 
shifting  away  from  standardized  commodities  with  easily  definable 
cheiracteristics  that  change  little  over  time,  toward  goods  and  serv¬ 
ices  for  which  issues  of  quality  and  even  definition  are  of  primary 
importance.  And  if  the  trend  in  prices  is  mismeasured,  so  will  be 
the  trend  in  output  and  hence  productivity.  As  an  illustration  of 
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Box  3-4.— Business  Expenditures  for  Computer  Software  in  the 
National  Income  and  Product  Accounts 

Much  of  computer  software  is  treated  as  an  intermediate 
good  in  the  national  income  and  product  accounts  rather  than 
as  an  investment  good.  (Software  that  is  sold  with  computer 
hardware  as  part  of  a  package  is,  however,  included  in  the  cur¬ 
rent  NIPA  measure  of  investment  if  the  machine  itself  is  so 
treated.)  In  part,  the  current  treatment  of  software  reflects  a 
presumption  that  much  computer  software  has  a  useful  life¬ 
time  of  less  than  1  year,  and  thus  does  not  qualify  as  an  in¬ 
vestment  good  under  current  definitions.  In  part,  however,  it 
also  reflects  a  lack  of  information;  many  companies  probably  do 
not  themselves  know  how  much  they  spend  on  computer  soft¬ 
ware,  and  the  Department  of  Commerce  certainly  does  not 
know,  because  none  of  its  ongoing  surveys  requests  this  infor¬ 
mation. 

If  computer  software  were  to  be  included  in  the  national  in¬ 
come  accounts  as  an  investment  good,  estimates  would  have  to 
be  developed  not  only  of  nominal  outlays  for  computer  soft¬ 
ware,  but  also  of  a  quality-adjusted  price  of  software.  To  esti¬ 
mate  such  prices,  analysts  would  have  to  determine,  for  exam¬ 
ple,  how  much  more  “word  processing  power”  was  provided  in 
a  new  release  of  a  word  processing  package  than  in  the  one  it 
superseded. 

It  is  difficult  to  know  how  much  the  treatment  of  computer 
software  as  an  intermediate  good  affects  the  overall  productiv¬ 
ity  picture.  But  because  the  volume  of  software  purchases  is 
vastly  greater  today  than  it  was  three  decades  ago,  it  may  help 
explain  part  of  the  productivity  puzzle.  The  case  of  computer 
software  also  illustrates  some  of  the  serious  conceptual  difficul¬ 
ties  involved  in  improving  current  measures  of  productivity. 

the  difficulties  involved  in  measuring  prices,  consider  the  increased 
prominence  of  discount  outlets  in  the  retail  sector.  In  constructing 
the  consumer  price  index,  government  statisticians  treat  goods  sold 
at  discount  retailers  as  distinct  from  similar  or  identical  goods  sold 
through  traditional  outlets.  When  a  discount  retailer  adds  to  its 
product  line  an  item  already  being  sold  by  traditional  retailers,  but 
offers  it  at  a  lower  price,  the  difference  between  the  discounter’s 
and  the  full-service  merchant’s  price  is  treated  as  signaling  a  dif¬ 
ference  in  the  quality  of  a  total  package:  item  for  sale,  service  pro¬ 
vided,  and  possibly  other  consumer  amenities.  Hence,  the  lower 
price  suddenly  available  at  the  discounter  is  considered  not  to 
imply  a  reduction  in  the  cost  of  living,  and  it  is  not  allowed  to  drive 
the  index  down.  But  while  it  may  be  true  that  discounters  provide 
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less  attentive  or  complete  service  and  a  less  enjoyable  overall  shop¬ 
ping  experience  than  their  full-price  counterparts,  it  is  also  plau¬ 
sible  that  part  of  the  difference  in  initial  price  reflects  operating  ef¬ 
ficiencies  and  hence  does  represent  a  true  reduction  in  the  cost  of 
living;  if  so,  it  would  argue  for  taking  at  least  partial  account  of 
the  discounter’s  initial  prices  in  computing  the  index. 

Even  measurement  of  hours  worked  is  more  difficult  than  one 
might  imagine.  Estimates  based  on  surveys  of  employers  and 
households  show  different  trends.  In  part  this  divergence  may  indi¬ 
cate  that  employers  have  a  relatively  poor  idea  of  how  many  un¬ 
paid  overtime  hours  their  employees  are  working  at  home.  For 
their  part,  workers  have  been  shown  to  overstate  hours  worked  on 
average. 

It  is  easy  to  point  to  deficiencies  of  existing  elements  of  the 
measurement  system — deficiencies  that  could  be  alleviated  by  a 
reallocation  of  resources  for  data  collection  and  analysis — ^but  it  is 
much  harder  to  pinpoint  the  quantitative  significance  of  such  defi¬ 
ciencies.  The  Bureau  of  Labor  Statistics  has  been  in  the  forefront 
of  research  into  methodological  improvements  in  both  price  and 
productivity  data  and,  indeed,  has  implemented  many  improve¬ 
ments  in  both  types  of  data  in  recent  years. 

What  Eire  the  implications  of  possible  measurement  errors?  First, 
they  are  likely  to  provide  at  least  a  partial  explanation  for  why  the 
measured  growth  of  productivity  has  been  slow  in  recent  years. 
Second,  as  was  noted  earlier,  they  help  explain  the  post- 1972  slow¬ 
down  in  productivity  growth  to  the  extent  that  they  have  been 
more  severe  since  1972  than  before.  Although  the  magnitudes  in¬ 
volved  are  not  known  with  any  precision,  it  is  likely  that  error-con¬ 
taminated  data  understate  the  economy’s  productivity  growth  rate 
and  hence  its  capacity  growth  rate. 

FACTORS  GENERATING  GROWTH  OF  HOURS 
WORKED 

In  addition  to  increases  in  output  per  hour  worked,  the  other 
source  of  growth  in  the  productive  capacity  of  the  economy  is  in¬ 
creases  in  the  total  number  of  hours  worked.  Of  course,  the  impli¬ 
cations  of  increases  in  work  hours  for  the  economic  well-being  of 
the  American  people  are  not  the  same  as  the  implications  of  in¬ 
creases  in  productivity,  because  increases  in  hours  worked  impose 
some  cost  in  terms  of  time  no  longer  available  for  other  activities. 

Growth  in  hours  worked  can  come  from  four  main  sources: 
growth  in  the  number  of  hours  worked  each  week  by  the  average 
employed  worker;  growth  in  the  fraction  of  the  labor  force  that  is 
employed;  growth  in  the  fraction  of  the  working-age  population 
I  that  is  in  the  labor  force;  and  growth  in  the  size  of  the  working- 
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age  population.  Chart  3-8  summarizes  the  behavior  of  each  of 
these  factors  since  1963. 

According  to  the  Department  of  Labor,  the  number  of  hours 
worked  per  week  on  the  average  job  in  the  nonfarm  business  sector 
declined  from  just  over  38  hours  per  week  in  the  mid-1960s  to 
about  34  hours  in  the  early  1980s.  Since  then  it  has  been  about  flat 
(Chart  3-9).  (The  nonfarm  business  sector  differs  from  the  private 
nonfarm  business  sector  in  that  it  includes  government  enterprises 
such  as  the  U.S.  Postal  Service.)  On  net,  the  decline  in  the  average 
workweek  has  taken  about  0.4  percentage  point  off  the  growth  of 
aggregate  hours  worked  since  1963 — a  bit  more  between  1963  and 
1972,  and  a  bit  less  since  1972  (Chart  3-8). 

Changes  in  the  employment  rate  have  contributed  essentially 
nothing  to  the  trend  growth  in  hours  over  any  of  the  periods  shown 
in  Chart  3-8.  This  outcome  reflects  two  facts.  First,  the  years  1963, 
1972,  and  1994  were  chosen  as  endpoints  precisely  because  the  em¬ 
ployment  rate  was  near  its  so-cedled  full-employment  level  in  those 
years.  Second,  the  full-employment  level  of  the  employment  rate 
has  not  changed  greatly  over  the  periods  examined  here. 

One  of  the  most  striking  macroeconomic  developments  of  the 
postwar  period  has  been  the  convergence  in  the  labor  force  partici¬ 
pation  rates  of  men  and  women  (Chart  3-10).  Thirty  years  ago 
fewer  than  40  percent  of  working-age  women  were  in  the  labor 
force;  today  that  fraction  stands  at  nearly  60  percent.  The  largest 
increases  in  labor  force  activity  took  place  among  younger  women, 
but  substantial  gains  were  also  registered  by  women  in  their  forties 
and  fifties.  The  trend  among  men  has  been  in  the  opposite  direc¬ 
tion.  In  1960  more  than  83  percent  of  working-age  men  were  in  the 
labor  force,  but  by  the  early  1990s  that  fraction  had  dropped  below 
76  percent.  The  reduction  in  the  labor  force  participation  of  men 
was  particularly  pronounced  among  older  workers. 

On  balance,  the  influx  of  women  into  the  labor  force  was  the 
more  important  of  the  two  gender-related  trends,  and  the  aggregate 
participation  rate  displayed  a  marked  upward  drift  over  the  last  35 
years,  contributing  about  0.4  percentage  point  per  year  to  the 
growth  of  hours.  The  contribution  of  the  participation  rate  to  the 
growth  of  hours  has  been  a  shade  greater  since  1972  than  before. 

Since  1989,  however,  the  growth  in  labor  force  participation  has 
been  unusually  slow.  In  fact,  the  average  participation  rate  in  1993 
was  below  the  average  rate  in  1989.  The  average  rate  did  move  up 
noticeably  in  1994,  but  it  is  still  too  early  to  know  whether  the  up¬ 
ward  trend  in  this  variable  has  resumed.  Moreover,  the  interpreta¬ 
tion  of  the  participation  data  for  1994  has  been  made  more  prob¬ 
lematic  by  the  introduction  in  January  1994  of  the  redesigned  Cur¬ 
rent  Population  Survey  (the  Labor  Department  survey  that  is  one 
of  the  key  sources  of  monthly  data  on  the  labor  market).  Data  col- 
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The  length  of  the  average  worfrweek  trerxled  downward  from  the  early  1960s  until 
the  early  1980s.  Since  ^n  it  has  been  about  flat 


Source:  Department  of  Labor,  unpubliahed  data. 
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Chart  3-10  Civilian  Labor  Force  Participation  Rates  for  Men  and  Women 

The  participation  rates  of  men  and  women  have  converged  over  the  past  three  decades. 


Percent 


Note:  Data  for  1994  come  from  the  redesigned  Current  Population  Survey. 
Source:  Department  of  Uttxir. 


lected  over  the  next  few  years  should  help  resolve  whether  the 
pause  in  the  increase  in  the  participation  rate  between  1989  and 
1993  was  a  temporary  aberration  or  a  signal  of  a  new,  permanent 
state  of  affairs. 

Between  1963  and  1972  growth  of  the  working-age  population 
averaged  nearly  1.8  percent  per  year.  By  contrast,  since  1972  this 
growth  has  averaged  1.4  percent  per  year,  and  since  1982  only 
about  1.1  percent  per  year. 

Since  1963,  aggregate  hours  worked  in  the  private  nonfarm  busi¬ 
ness  sector  have  increased  at  an  average  pace  of  about  1^4  percent 
per  year,  with  little  difference  in  the  growth  rate  before  and  after 
1972.  By  happenstance,  the  slower  rate  of  decline  in  the  workweek 
after  1972  and  the  slight  step-up  in  the  rate  of  change  of  the  par¬ 
ticipation  rate  (both  pluses  for  the  growth  of  hours)  were  about  off¬ 
set  by  the  slower  growth  in  the  working-age  population. 

WHAT  CAN  THE  GOVERNMENT  DO  TO  IMPROVE 
THE  ECONOMY’S  LONG-RUN  GROWTH 
POTENTIAL? 

Without  a  doubt,  the  future  rate  of  increase  in  the  economy’s  pro¬ 
ductive  capacity  will  be  Itirgely  determined  by  the  decisions  of  the 
millions  of  individual  businesses  and  households  in  the  private 
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economy.  The  role  of  the  government  is,  and  will  continue  to  be,  a 
limited  one;  to  foster  an  open  and  competitive  market  environment, 
and  to  help  the  market  work  better  when  it  would  otherwise  gen¬ 
erate  an  inefficient  result. 

Government  policies  to  advance  these  objectives  generally  fall 
into  two  broad  categories.  First,  government  must  address  the 
question  of  national  saving.  Historically,  nations  that  have  saved 
the  most  have  also  invested  the  most,  and  investment  has  been 
strongly  correlated  with  productivity.  Therefore,  it  is  a  matter  of 
considerable  concern  that  the  national  saving  rate  in  the  United 
States  is  low  by  international  standards  and  has  declined  in  the 
last  20  years.  Second,  government  must  address  market  failures. 
Depending  on  the  context,  pursuit  of  the  second  objective  may  re¬ 
quire  the  government  to  strengthen  market  forces  already  in  place 
(as,  for  example,  when  it  subsidizes  student  loans  or  provides  sup¬ 
port  for  worker  training  and  skill  acquisition);  to  impose  regulation 
(as,  for  example,  when  it  takes  actions  to  curb  excessive  market 
power  or  to  protect  the  environment);  to  enhance  competition  (as, 
for  example,  when  it  reduces  barriers  to  international  trade);  or  to 
provide  public  goods  (as,  for  example,  when  it  funds  R&D).  The 
need  for  public  goods  arises  especially  in  situations  in  which  pri¬ 
vate  market  incentives  on  their  own  would  result  in  less  than  the 
optimal  amount  of  investment  being  undertaken  because  the  re¬ 
turns  from  that  investment  are  not  fully  appropriable  by  the  pri¬ 
vate  investor.  Investment  in  basic  research  is  a  case  in  point.  It 
should  go  without  saying  that  government  policies  to  address  mar¬ 
ket  failures  should  be  designed  to  achieve  their  objective  while  im¬ 
posing  the  lightest  possible  burden  on  the  economy.  (Chapter  4  dis¬ 
cusses  this  point  further.) 

BOOSTING  PRODUCTIVITY  BY  INCREASING  DOMESTIC 
SAVING 

During  the  1960s  and  1970s  gross  saving  in  the  United  States 
averaged  about  17  percent  of  GDP.  As  Chart  3-11  shows,  gross 
saving  declined  markedly  thereafter,  averaging  roughly  15  V2  per¬ 
cent  during  the  1980s  and  only  about  12  y2  percent  between  1990 
and  1993  (fiscal-year  basis).  In  part  this  decline  reflected  the  dete¬ 
riorating  fiscal  position  of  the  government  sector  (defined  to  include 
all  levels  of  government — ^Federal,  State,  and  local).  Measured  on 
a  national  income  accounts  basis  and  averaged  over  fiscal  years, 
the  deficit  of  the  government  sector  was  only  0.2  percent  of  GDP 
during  the  1960s  and  about  1  percent  during  the  1970s.  But  during 
the  1980s  the  average  deficit  widened  to  2V2  percent  of  GDP,  owing 
entirely  to  a  dramatic  increase  in  the  Federal  deficit.  And  the  aver¬ 
age  between  1990  and  1993  was  even  a  bit  worse  because  of  a  de¬ 
cline  in  the  surplus  of  State  and  local  governments. 
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Chart  3-1 1  Components  of  Gross  Saving 

Gross  saving  has  declined  since  the  1970s,  partly  because  the  personal  saving  rate  has 
declined  and  partly  because  the  public  sector  has  run  much  larger  deficits. 


^  Business  O  Personal 
Mole:  Data  are  calculated  on  a  fiscal  year  basis. 

Source:  Department  of  Commerce. 
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Personal  saving  has  also  declined,  from  about  4^2  percent  of 
GDP  during  the  1960s  and  5  Viz  percent  in  the  1970s  to  only  3  Viz 
percent  during  the  early  1990s.  Meanwhile,  the  trend  in  business 
saving — ^which  accounts  for  the  bulk  of  gross  saving — has  been  re¬ 
markably  flat  since  the  1960s. 

In  flscal  1994,  gross  saving,  private  and  public,  reversed  course 
and  edged  up  to  nearly  13V'2  percent.  The  main  cause  of  this  devel¬ 
opment  was  a  considerable  reduction  in  the  deflcit  of  the  consoli¬ 
dated  government  sector,  almost  exclusively  the  result  of  a  sharp 
improvement  at  the  Federal  level:  measured  on  a  national  income 
accounts  basis,  the  Federal  deflcit  in  flscal  1994  (the  first  year  in 
which  this  Administration’s  budget  plan  was  in  effect)  declined  to 
2.6  percent  of  GDP,  a  full  1.5-percentage-point  reduction  from  the 
preceding  year. 

Gross  saving  serves  as  a  good  measure  of  the  Nation’s  saving  ef¬ 
fort,  but  saving  net  of  depreciation  may  be  a  more  meaningful 
measure  of  the  domestic  resources  available  for  increasing  the  cap¬ 
ital  stock.  Unfortunately,  the  trend  in  net  saving  has  been  even 
more  disturbing.  As  Chart  3-12  reveals,  the  decline  in  net  saving — 
from  an  average  of  8  percent  of  GDP  in  the  1960s  to  an  average 
of  2  percent  of  GDP  between  1990  and  1993 — has  been  even  steep¬ 
er  than  the  decline  in  gross  saving.  Net  saving  increased  in  1994, 
and  it  is  in  this  light  that  the  reduction  in  the  Federal  deflcit  is 
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especially  signiAcant:  the  Ascal  consolidation  at  the  Federal  level 
accounts  for  all  of  the  improvement  in  the  Nation’s  net  saving  rate 
in  1994  over  the  average  for  the  early  1990s. 


Chart  3-1 2  Gross  Saving,  Depreciation,  and  Net  Saving 

Since  the  1960s.  net  saving  has  fallen  more  sharply  than  gross  saving,  in  part  because  of 
a  shift  in  investment  toward  more  rapidfy  depreciating  equipment. 
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I  Netsaving  ^  Depreciation 
Note;  Data  are  calculated  on  a  liacal  year  bests. 

Source;  Department  of  Commerce. 


In  theoiy,  domestic  investment  need  not  be  tightly  linked  to  do¬ 
mestic  saving,  and  a  coimtry  that  succeeds  in  boosting  domestic 
saving  may  not  be  rewarded  with  an  increase  in  domestic  invest¬ 
ment.  In  that  event,  however,  it  would  be  rewarded  with  a  reduc¬ 
tion  in  its  current  accovmt  deAcit  (roughly  speaking,  its  balance  of 
trade  in  goods  and  services  with  other  countries).  In  the  case  of  the 
United  States,  either  outcome — an  increase  in  investment  or  a  re¬ 
duction  in  the  current  accoimt  deAcit — ^would  be  a  desirable  result 
of  an  increase  in  the  domestic  saving  rate. 

In  this  light  it  is  relevant  to  ask  what  the  government  can  do  to 
stimulate  the  rate  of  gross  saving.  Fundamentally,  two  approaches 
are  possible:  one  is  to  boost  public  saving  (that  is,  cut  the  deAcit 
of  the  government  sector),  and  the  other  is  to  stimulate  private 
saving. 

Increasing  Public  Saving 

I  As  has  been  documented  in  Chapters  1  and  2,  this  Administra- 

i  tion  has  made  a  very  substantial  contribution  toward  the  reduction 
of  the  Federal  deAcit  (Chart  2-9  in  Chapter  2).  Even  so,  the  longer 

I  term  outlook  for  the  deAcit  remains  troublesome,  owing  in  part  to 
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the  projected  shift  in  demographics,  as  the  baby-boom  generation 
moves  into  retirement  and  begins  collecting  Social  Security  and 
medicare  benefits.  This  aspect  of  the  long-term  outlook  suggests 
that,  despite  the  progress  achieved  under  the  Omnibus  Budget  Rec¬ 
onciliation  Act  of  1993  and  the  additioneil  deficit  reduction  proposed 
in  the  Administration’s  1996  budget  package,  more  work  remains 
to  be  done  to  put  the  budget  on  a  secure  footing  for  the  long  term 
and  hence  to  ensure  a  healthy  national  saving  rate. 

Increasing  Private  Saving 

The  Federal  Government  has  often  sought  to  increase  national 
saving  by  inducing  the  private  sector  to  save  more.  The  evidence 
on  the  effectiveness  of  such  efforts  is  mixed. 

Many  of  these  attempts  have  focused  on  increasing  the  after-tax 
rate  of  return  to  the  owner  of  a  particular  type  of  asset.  For  exam¬ 
ple,  individual  retirement  accounts  (IRAs)  increase  the  rate  of  re¬ 
turn  on  saving  by  allowing  tax-free  accumulation  of  funds  held  in 
queilified  accounts,  from  which  the  funds  cannot  be  withdrawn 
without  penalty  until  the  owner  reaches  the  age  of  59  V2.  The  Ad¬ 
ministration  has  proposed  an  expansion  of  IRAs,  to  allow  tax-de¬ 
ductible  contributions  by  all  couples  with  incomes  below  $100,000 
(and  individuals  with  incomes  below  $70,000),  and  to  allow  pen¬ 
alty-free  withdrawals  before  age  59  V2  for  the  purpose  of  purchasing 
a  first  home,  paying  for  postsecondary  education,  defraying  large 
medical  expenses,  and  covering  long-term  unemployment  expenses. 
Chapter  1  discusses  this  initiative  in  greater  detail. 

BOOSTING  PRODUCTIVITY  BY  HELPING  MARKETS 
WORK  BETTER 

Aside  from  increasing  domestic  saving,  a  government  can  in¬ 
crease  the  productivity  of  its  citizens  by  improving  the  quality  of 
the  labor  force,  increasing  the  quantity  and  improving  the  quality 
of  the  available  capital  stock,  promoting  the  development  of  new 
technology,  and  fostering  a  free  market  characterized  by  vigorous 
competition. 

Improving  the  Skills  of  the  Work  Force 

The  Federal  Government  has  an  important  role  to  play  in  im¬ 
proving  the  quality  of  labor.  Individual  workers  have  an  incentive 
to  acquire  productive  skills  on  their  own,  without  government  in¬ 
volvement,  if  for  no  other  reason  than  that  better  skills  usually 
mean  higher  earnings.  As  is  discussed  in  Chapter  5,  however,  indi¬ 
viduals  and  organizations  left  to  themselves  are  likely  to 
underinvest  in  skill  acquisition.  To  help  overcome  this  problem,  the 
Administration  has  devised  a  comprehensive  set  of  education  poli¬ 
cies  centered  on  the  theme  of  lifelong  learning.  Together  these  poli¬ 
cies  are  aimed  at  ensuring  that  students  enter  school  ready  to 
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learn  (thanks  to  Head  Start  and  other  programs);  that  schools  work 
as  effectively  as  possible  in  helping  students  to  live  up  to  their  po¬ 
tential  (through  the  Goals  2000  program);  that  students  make  a 
smooth  and  well-planned  transition  from  high  school  to  a  job  or 
further  training  (through  the  School-to-Work  program);  and  that 
workers  are  given  an  opportunity  to  upgrade  their  skills  (for  exam¬ 
ple,  with  the  help  of  a  tax  deduction  for  postsecondary  training  or 
through  a  grant  for  retraining  in  the  event  of  unemployment).  Each 
of  these  initiatives  is  described  in  detail  in  Chapter  5. 

Increasing  Investment  in  Technology 

Firms  that  invest  in  technology  often  are  unable  to  capture  all 
of  the  benefits  of  their  investment.  That  is,  there  appear  to  be  im¬ 
portant  spillovers  or  “positive  externalities”  from  such  investment, 
in  the  form  of  benefits  captured  by  other  firms  without  compensa¬ 
tion  to  the  firm  making  the  investment.  These  externalities  imply 
that  the  social  return  to  investment  in  R&D  is  higher  than  the  pri¬ 
vate  return,  and  that  a  private  market  left  to  its  own  devices  would 
invest  too  little.  As  a  result,  government  has  an  important  com- 
plementaiy  role  to  play,  either  in  sponsoring  research  itself  or  in 
subsidizing  private-sector  research,  or  both. 

Increasing  investment  in  research  and  development  is  one  way 
to  promote  technological  innovation  and  productivity  growth,  be¬ 
cause  well-directed  R&D  spending  has  a  very  high  growth  payoff 
per  dollar.  Indeed,  estimated  social  rates  of  return  to  R&D  average 
around  50  percent — ^much  higher  thain  the  average  estimated  pri¬ 
vate  rate  of  return  of  20  to  30  percent.  (Box  3-5  discusses  empirical 
evidence  on  average  rates  of  return  on  R&D  investment.) 

For  this  reason  the  Administration  has  supported  extending  the 
research  and  experimentation  (R&E)  tax  credit.  (Box  3-6  examines 
the  R&E  tax  credit  in  more  detail.)  The  Administration  is  also  in¬ 
creasing  funding  for  government-industry  research  partnerships 
and  is  working  to  restore  a  50-50  balance  between  the  military  and 
civilian  components  of  its  technology  investment.  (The  defense 
share  of  Federal  R&D  spending  has  already  fallen  from  69  percent 
in  the  government’s  fiscal  year  1986  to  a  projected  55  percent  in 
fiscal  1995.)  In  addition,  the  Administration  is  working  to  focus  a 
larger  portion  of  the  Federal  R&D  effort  on  so-called  dual-use  tech¬ 
nologies  (those  with  both  military  and  civilian  applications).  Other 
Administration  research  initiatives  reflect  a  strong  continuing  com¬ 
mitment  to  basic  science,  to  the  creation  of  improved  information 
and  transportation  infrastructure,  and  to  the  development  of  tech¬ 
nology  in  pursuit  of  other  national  goals,  such  as  environmental 
protection  and  world-class  manufacturing.  These  initiatives  and 
others  are  designed  to  speed  the  pace  at  which  new  technological 
ideas  are  discovered  and  disseminated  in  the  private  sector.  Chap- 
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Box  3-5. — Research  and  Development  Pays  Off 

Investment  in  R&D  appears  on  average  to  have  an  impres¬ 
sive  payoff.  One  recent  study  concluded  that  the  private  rate 
of  return — that  is,  the  return  to  the  firm  performing  the 
R&D — ^averages  perhaps  20  to  30  percent.  For  comparison,  the 
average  rate  of  return  to  investment  in  the  business  sector  as 
a  whole  is  thought  to  be  in  the  neighborhood  of  10  percent. 

Estimated  rates  of  return  in  R&D  to  society  as  a  whole  are 
even  higher,  thanks  to  the  spillovers  described  in  the  text.  For 
specific  innovations,  estimates  of  the  returns  have  ranged  as 
high  as  423  percent  in  the  admittedly  atypical  case  of  optical 
fiber.  In  a  wide  range  of  areas,  however,  case  study  evidence 
points  to  rates  of  return  of  between  30  percent  and  80  percent. 

By  choosing  particular  technologies  for  study,  case  study  re¬ 
search  runs  the  risk  of  choosing  only  “winners”  (that  is,  R&D 
investments  that  have  paid  off  handsomely),  thus  biasing  the 
results  upward.  But  the  case  study  evidence  has  been  widely 
corroborated  by  industry-level  studies.  By  estimating  the  in¬ 
dustry-wide  returns  to  R&D  carried  out  within  the  industry  it¬ 
self  and  within  related  industries,  these  studies  have  provided 
additional  evidence  that  social  rates  of  return  greatly  exceed 
private  returns.  On  the  basis  of  such  evidence,  a  recent  survey 
concluded  that,  with  spillovers  taken  into  account,  the  returns 
to  R&D  average  perhaps  50  percent. 

T3rpically,  we  might  expect  such  high  returns  to  encourage 
firms  to  spend  more  on  R&D,  driving  down  the  rate  of  return 
until  it  equals  the  return  to  other  activities.  Why  have  returns 
remained  so  high?  In  the  case  of  private  returns,  one  probable 
explanation  is  that  investing  in  R&D  is  risky.  For  every  idea 
that  yields  a  high  payoff  there  may  be  dozens  of  “losers”  into 
which  a  firm  sinks  resources  in  vain.  If  the  firm  were  uncon¬ 
cerned  about  risk — for  example,  if  it  were  able  to  farm  out  its 
risk  by  selling  shares  of  its  R&D  activities  to  mutual  funds — 
the  variability  of  returns  would  not  matter.  But  in  practice,  be¬ 
cause  of  the  problems  of  communicating  the  quality  of  a  poten¬ 
tial  innovation  to  investors,  the  firm  is  likely  to  have  to  shoul¬ 
der  some  of  the  risk  itself.  As  a  result,  unless  it  is  large 
enough  to  withstand  the  resulting  variability  of  returns  with¬ 
out  difficulty,  the  firm  will  probably  require  a  higher  return  as 
compensation  for  the  greater  risk. 
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ter  4  provides  more  details  on  the  Administration’s  reorientation  of 
Federal  R&D  policy  in  light  of  the  end  of  the  cold  war. 


Box  The  Research  and  Experimentation  Tax  Credit 

The  research  and  experimentation  tax  credit  is  a  Federal  tax 
subsidy  available  to  firms  engaging  in  certain  research  activi¬ 
ties.  To  address  concerns  that  the  subsidy  be  focused  as  nar¬ 
rowly  afrp:^>8ible  on  research  that  otherwise  would  not  have 
taken  pl^,  the  credit  is  made  available  only  on  the  increment 
of  domestic  research  expenditures  over  a  threshold  amount. 

The  incremental  nature  of  the  credit  means  that  some  tax- 
paying  firms  (those  with  total  research  spending  below  the 
threshold)  will  not  receive  a  subsidy  for  their  research  activi¬ 
ties,  worthwhile  though  they  may  be.  The  Congress  recognized 
this  concern  but  believed  that  an  incremental  credit  was  a 
more  efficient  subsidy  mechanism  than  one  that  subsidized  all 
research  spending — ^in  other  words,  that  an  incremental  credit 
could  achieve  most  of  the  benefit  provided  by  a  flat 
(nonincremental)  credit  at  a  lower  budgetary  cost. 

Empirical  research  on  the  effectiveness  of  the  R&E  credit 
has  yielded  mixed  results.  Many  of  the  early  studies  found  that 
the  credit  was  not  very  effective:  an  additional  dollar  of  Fed¬ 
eral  tax  subsidy  was  estimated  to  generate  less  than  a  dollar 
of  additional  research.  However,  the  credit  was  substantially 
restructured  in  1989,  and  more  recent  studies  have  indicated 
that  the  R&E  credit  is  more  cost-effective  than  previously 
thought. 


The  spillovers  from  both  basic  research  and  more  applications- 
oriented  activities  cross  national  boundaries.  In  recent  decades 
such  transnational  spillovers  have  probably  been  magnified  by  the 
revolution  in  communications,  which  allows  news  about  innova¬ 
tions  to  be  transmitted  instantaneously  around  the  world.  Impor¬ 
tantly,  the  existence  of  these  spillovers  suggests  that  the  global  re¬ 
turn  on  R&D  investment  exceeds  the  national  return.  As  a  result, 
even  national  governments,  acting  on  their  own,  will  tend  to  spon¬ 
sor  too  little  basic  research  and  applied  R&D.  If  this  analysis  is 
correct,  there  may  be  a  role  for  international  coordination  in  sup¬ 
port  of  such  research.  By  instituting  a  formal  mechanism  for  shar¬ 
ing  research  costs,  such  coordination  could  reduce  the  incentive  of 
each  country  to  free-ride  on  innovations  financed  by  others. 

Working  to  Reduce  Trade  Barriers 
Barriers  to  international  trade  inhibit  the  efficient  allocation  of 
production  across  industries  and  countries  and  lower  the  real  pur- 
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chasing  power  of  consumers.  Trade  barriers  at  home  permit  ineffi¬ 
cient  industries  to  continue  using  labor  and  capital  resources  that 
could  be  used  more  productively  in  other  sectors.  And  trade  bar¬ 
riers  abroad  limit  the  access  of  our  efficient  industries  to  foreign 
markets.  One  of  the  most  beneficial  aspects  of  an  open  world  trad¬ 
ing  environment  is  that  it  exposes  businesses  all  over  the  globe  to 
greater  competition,  and  forces  firms  and  industries  either  to  im¬ 
prove  their  efficiency  or  to  free  up  their  productive  resources  (labor 
and  capital)  for  use  elsewhere  in  the  economy.  Box  3-7  describes 
a  recently  developed  theory  suggesting  that  traditional  analyses 
have  been  far  too  conservative  in  their  conclusions  regarding  the 
costs  of  protectionism. 


Box  3-7. — New  Analysis  of  the  Costs  of  Protectionism 

Traditionally,  in  extolling  the  virtues  of  free  trade  and  warn¬ 
ing  against  excessive  tariff  protection,  economists  have  focused 
on  trade-induced  efficiency  gains  of  the  type  discussed  in  the 
text.  But  estimates  of  the  costs  of  protectionism  obtained  from 
traditional  economic  models  have  typically  turned  out  to  be 
quite  small.  The  inefficiencies  caused  by  a  20-percent  tariff,  in 
one  such  analysis,  turn  out  to  cost  the  economy  perhaps  4  per¬ 
cent  of  national  income — ^hardly  trivial,  but  far  too  little  to  ex¬ 
plain  why  highly  protected  developing  economies  have  often  re¬ 
mained  very  poor.  This  finding  has  become  more  puzzling  over 
the  past  decade  or  two,  as  mainstream  opinion  in  development 
economics  has  swung  firmly  toward  the  view  that  integration 
in  the  world  trading  system  has  been  critical  to  the  success  of 
the  fastest  growing  developing  nations. 

Recent  research  has  suggested  one  possible  solution  to  this 
puzzle.  If  international  trade  barriers  prevent  new  goods  and 
technologies  from  being  introduced  into  an  economy,  rather 
than  simply  raising  the  cost  of  goods  that  are  currently  avail¬ 
able,  then  the  cost  of  protection  may  be  much  higher.  In  one 
simple  new-goods  model,  for  example,  a  20-(>ercent  tariff  exacts 
costs  equal  to  an  astounding  39  percent  of  income — ^nearly  10 
times  as  much  as  in  the  standard  model.  No  highly  abstract 
model  is  likely  to  give  definitive  estimates  of  the  costs  of  pro¬ 
tectionism,  of  course,  and  models  with  different  assumptions 
yield  very  different  results.  Nevertheless,  the  new  research 
does  suggest  a  way  to  bring  theory  more  closely  into  line  with 
experience. 


In  light  of  the  significant  long-run  benefits  accruing  to  the  econ¬ 
omy  from  the  pursuit  of  open  markets,  the  Administration  strongly 
supports  the  creation  of  a  world  trade  and  investment  environment 
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free  of  international  barriers  and  has  made  historic  progress  to¬ 
ward  that  objective.  After  securing  the  ratification  of  the  North 
American  Free  Trade  Agreement  (NAFTA)  in  1993,  the  Adminis¬ 
tration  scored  several  major  achievements  on  the  trade  front  in 
1994.  Most  important  was  the  signing  of  the  Uruguay  Round  agree¬ 
ment  of  the  Greneral  Agreement  on  Tariffs  and  Trade  and  its  subse¬ 
quent  congressional  approval.  The  Administration  also  made 
strides  toward  achieving  freer  trade  and  investment  flows  within 
Asia  and  Latin  America.  Chapter  6  describes  at  greater  length  the 
accomplishments  of  the  Administration  on  the  trade  front. 

Although  removal  of  trade  barriers  leads  in  the  long  run  to  an 
improvement  in  the  standard  of  living  in  all  countries  that  partici¬ 
pate,  it  can  involve  significant  costs  in  the  short  run  for  some  in¬ 
dustries  and  some  workers.  For  example,  the  transition  to  a  new 
job  from  one  lost  because  of  trade  liberalization  can  be  difficult  and 
may  require  significant  retraining  for  the  new  job  and  even  reloca¬ 
tion.  However,  part  of  society’s  overall  income  gain  from  the  move 
to  freer  trade  can  be  used  to  reduce  the  cost  of  dislocation  borne 
by  individual  workers.  To  ease  the  transition  of  workers  affected  by 
the  implementation  of  NAFTA,  as  well  as  of  other  displaced  work¬ 
ers,  the  Administration  has  introduced  a  number  of  innovative  pro¬ 
grams  focusing  on  worker  retraining.  These  programs  are  described 
in  Chapters  5  and  6. 

Improving  the  Efficiency  of  Regulation 

Government  regulation  plays  a  centred  role  in  shaping  the  com¬ 
petitive  environment  in  which  firms  operate.  In  many  cases  an  im¬ 
provement  in  regulation  can  simultaneously  promote  the  more  ef¬ 
fective  attainment  of  policy  objectives  and  increase  the  efficiency  of 
the  economy.  For  example,  a  traditional  approach  to  the  problem 
of  reducing  emissions  of  sulfur  dioxide  (a  major  cause  of  acid  rain) 
might  have  entailed  mandatory  investment  in  costly  new  pollution 
reduction  equipment  by  all  emitters.  Instead,  a  market-oriented 
system,  based  on  tradable  emissions  alloweinces,  is  achieving  the 
same  results  while  allowing  the  efficient  allocation  of  the  task  of 
reducing  pollution  across  emitters.  Chapter  4  addresses  in  much 
greater  detail  the  important  contribution  of  efficient  regulation  to 
overall  productivity. 

CONCLUSION:  PROSPECTS  FOR  GROWTH 

In  sum,  the  preponderance  of  the  available  empirical  evidence 
supports  the  conventional  wisdom  that  the  economy’s  productive 
capacity  is  expanding  at  roughly  a  2y2-percent  annual  rate.  Growth 
in  the  productivity  of  American  workers  appears  to  have  picked  up 
slightly  in  recent  years,  to  about  1^4  percent  per  year,  measured 
on  a  chain- weighted  basis  (this  is  roughly  equivalent  to  IVz  percent 
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on  the  more  usual  fixed-weight  basis).  However,  trend  growth  in 
the  aggregate  number  of  hours  worked  in  the  economy  probably 
will  be  somewhat  slower  than  it  has  been  during  the  past  decade 
or  two,  owing  largely  to  a  decline  in  the  rate  of  growth  of  the  work¬ 
ing-age  population.  On  balance,  the  sustainable  rate  of  growth  of 
the  economy’s  potential  appears  to  be  nearly  the  same  as  it  has 
been  over  the  past  two  decades,  with  the  increase  in  the  trend 
growth  of  productivity  offsetting  part  of  the  decline  in  the  popu¬ 
lation  growth  rate. 

The  Administration’s  economic  projection  for  the  next  5  years  re¬ 
flects  this  analysis.  Thus,  among  other  factors,  the  projection  re¬ 
flects  a  cautious  assessment  of  the  beneficial  effects  of  Administra¬ 
tion  policies  to  enhance  the  Nation’s  productive  capacity  and  to  fos¬ 
ter  more  rapid  growth  of  productivity.  The  projection  also  places 
the  Administration  squarely  within  a  broader  consensus  about  the 
longer  term  outlook  for  the  economy.  The  Administration  has  at¬ 
tempted  to  adopt  a  balanced  assessment  of  the  outlook,  grounded 
in  rigorous  analysis  and  consistent  with  recent  experience.  Al¬ 
though  some  observers  maintain  that  the  economy  can  grow  much 
more  rapidly  on  a  sustained  basis,  currently  there  is  no  convincing 
empirical  evidence  to  support  such  claims. 

To  illustrate  the  difficulty  of  improving  the  trend  in  the  growth 
of  the  Nation’s  productive  capacity,  consider  the  following  example. 
Suppose  that  a  particular  set  of  policies  were  to  result  in  an  imme¬ 
diate  and  permanent  increase  in  the  investment  rate  of  1  percent¬ 
age  {Mint  of  GDP.  Given  that  investment  now  constitutes  about  14 
percent  of  GDP,  this  would  be  an  impressive  accomplishment  in¬ 
deed.  Under  plausible  assumptions,  a  standard  approach  to  model¬ 
ing  the  long-term  growth  of  the  economy  suggests  that  such  an  in¬ 
crease  in  investment  would  boost  the  average  annual  rate  of  growth 
of  potential  GDP  only  by  about  0.2  percentage  point  per  year  for 
the  first  10  years.  Thereafter  the  growth  effects  would  diminish, 
fading  eventuedly  to  nothing — ^but  leaving  the  level  of  potential 
GDP  an  estimated  314  percent  higher  than  it  would  have  been 
without  the  investment  push. 

'The  ansdysis  in  this  chapter  also  indicates  that  currently  avail¬ 
able  official  statistics  probably  understate  the  true  rate  of  growth 
of  productivity,  and  hence  the  rate  of  expansion  of  the  Nation’s  pro¬ 
ductive  capacity.  Furthermore,  to  the  extent  that  problems  of  meas¬ 
urement  have  become  more  acute  during  the  last  two  decades  (as 
might  be  suggested  by  the  shift  in  the  economy  toward  the  services 
sector,  where  measurement  is  particularly  difficult),  the  slowdown 
in  the  trend  rate  of  productivity  growth  during  the  mid-1970s  ap¬ 
parent  in  the  official  data  is  probably  overstated. 

Clearly,  a  full  understanding  of  the  scope  and  magnitude  of 
measurement  error  is  important  for  the  proper  design  and  conduct 


of  economic  policy.  In  particular,  measurement  error  may  cause  of¬ 
ficial  statistics  to  understate  the  performance  of  the  American  busi¬ 
ness  sector,  both  relative  to  its  international  competitors  and  rel¬ 
ative  to  its  earlier  performance.  At  the  same  time,  measurement 
error  does  not  provide  a  basis  for  adjusting  one’s  view  of  the  appro¬ 
priate  stance  of  monetary  and  fiscal  policy.  An  upward  revision  in 
the  estimated  pace  of  innovation  and  growth  in  the  economy  would 
have  similar  implications  for  estimates  of  both  actual  and  potential 
output,  and  thus  would  result  in  no  revision  in  the  estimated  gap 
between  the  two. 

The  improvement  in  the  trend  rate  of  groMd;h  of  productivity  that 
is  embedded  in  the  Administration’s  economic  forecast  has  impor¬ 
tant  implications  for  the  wealth  and  welfare  of  the  Nation.  If  poli¬ 
cies  to  boost  the  annual  growth  of  productive  capacity  by  0.2  per¬ 
centage  point  had  been  implemented  a  decade  ago,  the  American 
economy  would  now  have  the  capacity  to  generate  an  additional 
$150  billion  in  goods  and  services  every  year.  Fortunately  it  is  not 
too  late  to  lay  the  foundations  for  comparable  gains  in  productivity 
and  incomes  10  years  hence.  The  disappointing  growth  record  of 
the  last  20  years,  and  the  anxieties  that  so  many  Americans  have 
about  their  own  and  their  children’s  economic  prosj)ects,  demand 
that  every  effort  be  made  today  to  expand  the  economy’s  capacity 
in  the  future. 
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CHAPTER  4 

Public  and  Private  Sector 
Initiatives  to  Promote  Economic 
Efficiency  and  Growth 

FROM  THE  DAYS  OF  ADAM  SMITH,  economists  have  recog¬ 
nized  that  a  system  of  perfectly  competitive  markets  enhances  eco¬ 
nomic  well-being  in  several  ways:  by  permitting  resources,  prod¬ 
ucts,  and  services  to  go  to  those  who  value  them  most;  by  providing 
incentives  for  cost  savings  and  innovation  in  the  production  and 
distribution  of  goods  and  services;  and  by  fostering  low  prices.  Yet 
like  Adam  Smith,  today’s  economists  also  recognize  that  under 
some  limited  but  important  circumstances  markets  do  not  always 
achieve  these  desirable  ends.  When  they  do  not,  appropriate  gov¬ 
ernment  action  can  improve  markets’  functioning  and  so  increase 
economic  well-being — for  example,  by  enhzincing  health  and  safety, 
protecting  the  environment,  maintaining  competition,  and  helping 
develop  the  intellectual  and  physical  infrastructure  that  undergirds 
economic  progress. 

Markets  may  fall  short  in  several  ways.  Markets  in  some  sectors 
of  the  economy  are  imperfectly  competitive  because  a  few  suppliers 
exercise  market  power,  keeping  prices  high  and  discouraging  inno¬ 
vation.  Markets  may  also  be  subject  to  externalities,  in  which  pri¬ 
vate  actors,  responding  to  market  incentives  in  their  own  self-inter¬ 
est,  impose  costs  on  others  (for  example  by  polluting  the  environ¬ 
ment)  without  compensating  them  for  their  loss.  Finally,  markets 
by  themselves  are  not  likely  to  provide  appropriate  amounts  of 
some  goods  and  services — like  national  security,  education,  and  re¬ 
search  and  development — ^because  these  “public  goods”  have  value 
to  society  far  in  excess  of  their  value  to  any  individual  buyer. 

Governments,  like  markets,  may  fall  short  of  perfection.  Govern¬ 
ment  operations  are  not  always  as  efficient  as  they  could  be,  and 
government  regulations,  however  well  intentioned,  may  sometimes 
themselves  distort  economic  activities  so  that  markets  function  less 
than  perfectly.  Accordingly,  the  Administration  has  taken  on  the 
challenge  of  creating  a  government  that,  in  the  words  of  the  Na¬ 
tional  Performance  Review  (NPR),  “works  better  and  costs  less.” 

This  chapter  begins  by  describing  the  results  so  far  of  the  Admin¬ 
istration’s  effort  to  reinvent  government.  The  remainder  of  the 
chapter  examines  some  of  the  Administration’s  policy  initiatives  to- 
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ward  making  markets  work  better.  These  initiatives  reflect  the 
positive  role  of  government,  long  recognized  by  economists,  in  pro¬ 
moting  competition  in  particular  markets,  remedying  harmful 
externalities,  and  providing  public  goods. 

IMPROVING  HOW  THE  GOVERNMENT  FUNCTIONS 

For  Americans  used  to  hollow  rhetoric  about  efforts  to  change  the 
culture  of  government,  the  first  fruits  of  the  National  Performance 
Review,  directed  by  the  Vice  President,  come  as  a  welcome  sur¬ 
prise.  In  its  first  report,  in  September  1993,  the  NPR  identified  384 
separate  actions  that  the  Federal  Government  could  take  to  save 
money  while  preserving  or  even  improving  the  level  of  service.  One 
year  later,  more  than  90  percent  of  the  NPR’s  recommendations 
were  being  implemented.  Actions  already  t£iken  are  expected  to 
achieve  more  than  half  of  the  $108  billion  in  savings  the  NPR  fore¬ 
cast  achieving  over  5  years.  Thirty  bills  covering  one-fiflh  of  the 
NPR’s  legislative  recommendations  have  been  signed  into  law,  in¬ 
cluding  the  Procurement  Reform  Act,  the  Customs  Service  Mod¬ 
ernization  Act,  the  Federal  Employee  Buyout  Bill,  Financial  Man¬ 
agement  Reform,  and  the  Department  of  Agriculture  Reorganiza¬ 
tion  Act.  The  Federal  Government  is  buying  fewer  custom-designed 
products  and  becoming  a  more  sensible  shopper  of  merchandise  off 
the  rack.  Agencies  are  saving  taxpayers  millions  of  dollars  by 
slashing  red  tape.  Federal  employees  have  contributed  hundreds  of 
promising  practices  to  share  with  other  Federal  agencies.  Across 
the  country,  135  “reinvention  labs”  are  fostering  innovation  by  Fed¬ 
eral  employees. 

The  Administration’s  efforts  to  improve  government  functioning 
Eind  government  regulation  seek  to  replace  administrative  controls 
with  market  constraints  and  market-like  incentives  where  feasible. 
For  example.  Federal  agencies  have  long  been  in  the  habit  of  pro¬ 
viding  certain  financial  and  administrative  services  for  themselves. 
The  NPR  directs  Federal  agencies  to  open  up  these  internal  monop¬ 
olies  by  exposing  their  operations  to  competition.  Agencies  can  now 
purchase  over  100  financial,  administrative,  and  other  services 
from  competitive  suppliers  in  other  agencies.  Similarly,  the  General 
Services  Administration  has  begun  a  pilot  initiative  to  reduce  its 
monopoly  on  government  real  estate  services  and  instead  give  its 
agency  customers  a  choice  of  service  providers.  This  initiative  in¬ 
volves  the  creation  of  competitive  enterprises  to  provide  real  prop¬ 
erty  services  on  a  fee  basis,  with  benchmarks  for  p>erformance. 

'The  NPR  also  challenges  Federal  agencies  themselves  to  search 
for  market,  not  administrative,  solutions  to  agency  needs  and  mis¬ 
sions.  Agencies  can  now  make  small  purchases  with  an  ordinary, 
commercially  issued  credit  card;  this  move  saved  $50  million  in 
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1994  alone.  At  the  Defense  Department  a  new  travel  process  is  ex¬ 
pected  to  save  $1  billion  over  5  years.  And  as  discussed  below,  the 
Federal  Communications  Commission  has  begun  to  auction  the 
rights  to  portions  of  the  radio  spectrum  that  previously  were  allo¬ 
cated  in  a  cumbersome  administrative  hearings  process  or  by  lot¬ 
tery.  These  auctions  have  already  raised  hundreds  of  millions  of 
dollars. 

The  NPR  encourages  government  agencies  to  replace  regulations 
with  incentives.  For  example,  the  Environmental  Protection  Agency 
(EPA)  is  shifting  its  emphasis  from  regulation-based  pollution  con¬ 
trol  to  providing  incentives  for  pollution  prevention.  The  EPA’s 
Common  Sense  Initiative  involves  six  major  U.S.  industries  in  cre¬ 
ating  more  cost-effective  pollution  control  and  prevention  strate¬ 
gies,  such  as  allowing  companies  to  trade  pollution  credits  (the  ad¬ 
vantages  of  tradable  credits  are  explored  later  in  this  chapter).  The 
Occupationed  Safety  and  Health  Administration  has  restructured 
its  approach  to  workplace  safety,  empowering  OSHA  inspectors  to 
identify  better  ways  to  protect  American  workers. 

PROCUREMENT  REFORM 

For  decades,  changes  in  government  purchasing  rules  were  more 
often  proposed  than  enacted.  But  with  the  support  of  the  Adminis¬ 
tration  a  bipartisan  coalition  in  the  Congress  passed  the  Federal 
Acquisition  Streamlining  Act  of  1994.  The  act  changes  the  way  the 
Federal  Government  buys  $200  billion  worth  of  goods  and  services 
each  year — everything  from  paper  clips  to  jet  aircraft.  Two  hundred 
and  twenty-five  major  provisions  of  law  are  either  repealed  or  re¬ 
formed,  resulting  in  a  purchasing  system  that  will  increase  com¬ 
petition  and  lower  costs. 

To  most  Americans  government  procurement  has  become  almost 
synon3mious  with  “waste,  fraud,  and  abuse.”  This  is  understand¬ 
able,  given  the  many  well-publicized  anecdotes  over  the  years  sug¬ 
gesting  a  regulatory  bureaucracy  gone  out  of  control.  Yet,  iron¬ 
ically,  the  web  of  laws  and  regulations  that  gave  rise  to  such  horror 
stories  as  the  Defense  Department’s  $600  toilet  seat  actually 
evolved  out  of  laudable  efforts  to  protect  the  taxpayer  from  waste, 
fraud,  and  abuse. 

Since  the  Civil  War,  Federal  authorities  have  sought  ways  to  en¬ 
sure  fair  competition  for  government  contracts.  By  1994  no  fewer 
than  889  oversight  laws  and  regulations  were  on  the  books.  Over¬ 
sight  activities  employed  thousands  of  procurement  officials  and 
added  billions  of  dollars  each  year  to  the  cost  of  running  the  De¬ 
fense  Department.  Today  the  Congress  and  the  Administration  be¬ 
lieve  the  public  interest  can  be  better  served  by  a  procurement  sys¬ 
tem  that  is  less  regulated,  more  flexible,  emd  much  more  compat¬ 
ible  with  commercial  practices. 
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The  inherited  procurement  system  raises  costs  and  impedes  inno¬ 
vation  by  discouraging  commercial  firms  from  doing  business  with 
the  government,  and  especially  with  the  Defense  Department, 
which  accounts  for  well  over  half  of  all  Federal  procurement.  Par¬ 
ticularly  cumbersome  are  the  provisions  of  the  Truth  in  Negotia¬ 
tions  Act  of  1962  (TINA),  which  among  other  things  generally  re¬ 
quire  companies  with  government  contracts  worth  over  $100,000  to 
account  for  every  6  minutes  of  each  of  their  employees’  time.  One 
leading  defense  contractor,  a  manufacturer  of  aircraft  engines  for 
commercial  as  well  as  military  customers,  has  to  employ  52  extra 
people,  at  a  cost  to  taxpayers  of  $13  million  a  year,  just  to  comply 
with  TINA  and  other  government  procurement  regulations.  The 
high  overhead  costs  of  dealing  with  the  purchasing  bureaucracy 
have  led  at  least  one  other  large  corporation,  faced  with  declining 
sales  due  to  military  downsizing,  to  sell  its  defense  division  to  a  de¬ 
fense  contracting  specialist,  which  could  afford  the  cost  of  doing 
business  with  the  public  sector  because  it  could  spread  the  over¬ 
head  costs  over  a  greater  sales  base. 

The  procurement  barriers  that  prevent  the  Defense  Department 
from  buying  commercial  items  off  the  shelf  do  not  merely  raise 
costs  to  the  taxpayer;  they  also  impede  the  Pentagon’s  access  to 
commercial  technology,  which  in  many  critical  areas  is  now  more 
advanced  than  military  technology.  Because  of  specialized  cost  ac¬ 
counting  practices  and  other  demands  unique  to  the  government, 
leading-edge  commercial  producers  of  advanced  technology  some¬ 
times  refuse  to  become  partners  with  military  contractors.  The  re¬ 
sult  is  to  choke  off  the  flow  of  technology  from  the  civilian  to  the 
defense  sector. 

An  incident  during  the  Persian  Gulf  crisis  offers  probably  the 
best-known  recent  example  of  how  procurement  regulations  can 
prevent  the  Defense  Department  from  taking  full  advantage  of  the 
inventiveness  and  efficiency  of  commercial  producers.  The  Penta¬ 
gon  placed  an  emergency  order  with  a  leading  U.S.  telecommuni¬ 
cations  equipment  supplier  for  6,000  commercial  radio  receivers. 
The  Pentagon  waived  all  military-unique  specifications,  but  pro¬ 
curement  officials  were  still  legally  bound  to  ensure  that  the  gov¬ 
ernment  was  getting  the  lowest  available  price.  Unfortunately,  the 
company’s  commercied  unit  lacked  the  specialized  recordkeeping 
systems  required  to  demonstrate  that  the  quoted  price  was  indeed 
the  lowest  for  that  radio  available  an3rwhere.  And  since  any 
misstatement  regarding  the  price  might  constitute  a  felony,  no 
company  official  would  risk  making  the  certification.  The  impasse 
was  resolved  only  when  the  Japanese  Government,  unencumbered 
by  such  rules,  agreed  to  purchase  and  “donate”  the  radios  as  part 
of  its  promised  contribution  to  the  allied  war  effort. 
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Past  efforts  to  fine-tune  the  procurement  system  have  not  solved 
its  problems.  The  entire  system  has  to  be  fundamentally  rede¬ 
signed.  The  Federal  Acquisition  Streamlining  Act  of  1994  begins 
this  process  by  making  three  key  statutory  changes. 

First,  the  new  law  simplifies  government  contracting  for  commer¬ 
cial  purchases.  Agencies  acquiring  goods  shall  give  preference  to 
commercially  available  versions  rather  than  ones  specifically  de¬ 
signed  for  the  government.  The  law  waives  many  laws  that  re¬ 
quired  supplier  companies  to  provide  the  government  with  data 
they  did  not  already  routinely  collect  or  that  their  commercial  cus¬ 
tomers  did  not  also  require.  Second,  the  law  authorizes  the  Defense 
Department  to  undertake  pilot  projects  to  test  innovative  ap¬ 
proaches  to  acquiring  military  equipment  derived  from  commercial 
products. 

Third,  the  law  authorizes  greatly  simplified  contracting  proce¬ 
dures  for  small  purchases  while  also  encouraging  electronic  com¬ 
merce — in  effect.  Federal  contracting  by  electronic  mail.  The  new 
law  waives  the  paperwork  and  recordkeeping  requirements  of  nu¬ 
merous  existing  laws  for  purchases  of  less  than  $100,000  (the  pre¬ 
vious  threshold  was  $25,000).  The  increase  will  make  an  additional 
45,000  procurement  actions  annually — ^valued  at  about  $3  billion 
each  year — eligible  for  simplified  acquisition  procedures.  Federal 
agencies  also  are  given  greater  flexibility  to  make  “micro  pur¬ 
chases”  of  $2,500  or  less.  For  example,  a  Federal  office  manager 
can  now  buy  pencils  at  a  local  discount  store  without  having  to  fill 
out  a  stack  of  government  purchasing  forms. 

The  new  law  facilitates  electronic  commerce  by  encouraging  Fed¬ 
eral  agencies  to  plug  into  a  publicly  accessible  Federal  Acquisition 
Computer  Network.  The  President  has  also  ordered  all  Federal 
purchasing  agencies  to  utilize  electronic  commerce  to  the  extent 
possible;  as  a  result,  nearly  250  Defense  Department  offices,  which 
account  for  80  percent  of  small  defense  purchases,  plan  to  be  on¬ 
line  within  2  years. 

Building  upon  these  legislative  reforms,  the  Pentagon  is  rede¬ 
signing  its  buying  practices  to  reduce  significantly  its  reliance  on 
so-called  milspecs,  the  31,000  military  specifications  that  describe 
down  to  the  minutest  detail  how  items  ordered  by  the  military  are 
to  be  made— everything  from  shotgun  ammunition  to  macaroons  for 
the  mess  hall.  Another  case  from  the  Persian  Gulf  conflict  high¬ 
lights  the  urgent  need  for  change.  The  U.S.  Army  had  placed  an 
emergency  order  with  a  large  defense  contractor  for  12,000  hand¬ 
held  navigation  devices.  The  devices  would  receive  signals  from  the 
Global  Positioning  Satellite  (GPS)  System,  thus  enabling  soldiers  to 
know  their  precise  position  on  the  desert  battlefield.  The  contractor 
responded  that,  to  comply  with  milspecs,  each  receiver  would  cost 
$34,000  and  weigh  17  pounds,  and  the  order  would  take  at  least 
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18  months  to  fill.  The  Army  obtained  an  exemption  from  the 
milspecs  and  found  two  commercial  firms  that  could  fill  the  order 
quickly  with  GPS  receivers  that  weighed  only  3  pounds  and  cost 
only  $1,300  apiece. 

Milspecs  may  have  made  more  sense  in  the  past,  for  sophisti¬ 
cated  weapons  systems  at  least,  when  the  Pentagon  and  the  de¬ 
fense  industry  dominated  advanced  technology.  But  for  the  fields  of 
technology  most  important  to  the  Defense  Department  today — 
semiconductors,  computers,  software,  telecommunications — tech¬ 
nical  leadership  now  generally  resides  with  commercial  industry. 
By  adopting  commercial  standards,  the  Defense  Department  ex¬ 
pects  to  pay  less  to  provide  the  armed  forces  with  the  latest  genera¬ 
tion  of  equipment  than  if  it  attempted  to  design  and  maintain  its 
own  unique  standards.  Under  the  new  procurement  system,  to  be 
fully  implemented  in  3  or  more  years’  time,  the  Defense  Depart¬ 
ment  will  no  longer  tell  contractors  how  most  of  the  products  it 
buys  must  be  made.  Milspecs  will  be  the  exception,  not  the  rule. 

The  complete  restructuring  of  the  government’s  procurement  sys¬ 
tem  will  take  time.  Some  analysts  believe  that  nothing  less  than 
a  cultural  revolution  is  needed  to  make  the  shift  to  a  system  that 
supports  innovation  emd  rewards  market-driven,  entrepreneurial 
management.  That  may  be  so,  but  in  the  meantime  the  Federal  Ac¬ 
quisition  Streamlining  Act,  together  with  other  reforms  being  ac¬ 
tively  implemented  by  the  Defense  Department,  will  produce — ^in¬ 
deed,  are  producing — positive  results. 

REFORMING  THE  FEDERAL  AVIATION 
ADMINISTRATION 

The  National  Performance  Review  also  called  for  reform  of  the 
way  the  Federal  Aviation  Administration  (FAA)  operates  the  Na¬ 
tion’s  air  traffic  control  system.  Emerging,  satellite-based  tech¬ 
nologies  of  air  navigation  gmd  air  traffic  control  promise  to  reduce 
routine  air  travel  times  and  congestion-related  delays  by  freeing 
aircraft  from  having  to  travel  in  designated  airways.  But,  the  NPR 
argued,  existing  budgeting,  personnel,  and  procurement  rules  so 
hobble  the  agency  as  to  impede  its  ability  to  adopt  this  cutting-edge 
technology  quickly.  To  create  an  organization  that  would  be  up  to 
the  challenge  of  building  and  running  a  state-of-the-art  air  traffic 
control  system,  the  NPR  proposed  transferring  that  responsibility 
from  the  FAA  to  a  public  corporation  set  up  for  that  purpose.  The 
National  Commission  to  Ensure  a  Strong  Competitive  Airline  In¬ 
dustry  contemporaneously  made  a  similar  recommendation. 

In  May  1994  the  Administration  announced  a  plan  to  implement 
these  recommendations.  The  new  government  corporation  would  be 
funded  in  part  from  fees  paid  by  the  commercial  aviation  firms 
using  the  new  system.  It  would  also  be  permitted  to  borrow  from 
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the  Treasury  and  from  private  capital  markets,  so  that  the  sub¬ 
stantial  capital  investment  needed  to  complete  an  advanced  air 
traffic  control  system  would  not  be  limited  by  the  flow  of  user  fees. 
Accelerating  the  full  deployment  of  the  new  system  in  this  way 
will,  it  is  hoped,  speed  complementary  investments  by  the  airlines 
in  aircraft  equipment  needed  to  use  the  system. 

The  Administration’s  proposal  assigns  the  users  of  the  air  traffic 
control  system  a  significant  role  in  its  corporate  governance:  avia¬ 
tion  company  executives  would  be  not  merely  advisers  to  the  cor¬ 
poration  but  its  directors  as  well.  In  part  because  of  the  fees  they 
would  pay,  users  would  have  a  direct  and  substantial  financial 
stake  in  ensuring  that  air  traffic  control  services  promote  safe  and 
rapid  air  travel,  that  those  services  are  provided  at  low  cost,  and 
that  beneficial  investments  are  not  delayed.  Strong  user  represen¬ 
tation  on  the  board  of  directors  would  therefore  encourage  sensible 
and  cost-effective  corporate  decisionmaking. 

Regulatory  oversight  remains  important  to  ensure  safety  in  air 
travel,  to  prevent  monopoly  abuses  in  the  setting  of  user  fees,  and 
to  ensure  that  the  corporation  does  not  abuse  its  ability  to  borrow. 
In  the  Administration’s  plan,  these  functions  would  be  |)erformed 
outside  the  corporation  by  the  Department  of  Transportation.  Safe¬ 
ty  regulation  would  remain  in  the  hands  of  a  slimmed-down  FAA, 
which  would  oversee  the  new  air  traffic  control  corporation  in  much 
the  same  way  it  now  oversees  air  carriers  and  manufacturers.  The 
Secretary  of  Transportation  would  have  the  power  to  disapprove 
user  fees  that  harm  new  entrants,  diminish  competition,  or  lead  to 
excessive  fees  for  air  service,  and  the  power  to  disapprove  borrow¬ 
ing  in  excess  of  the  corporation’s  ability  to  repay  or  borrowing  in¬ 
tended  for  inappropriate,  wasteful,  or  unreasonably  speculative  ac¬ 
tivities. 

PROMOTING  EFFICIENCY  IN  THE  MARKET 
ECONOMY 

Government  can  promote  efficiency  in  the  market  economy  in 
many  ways,  including  these  three:  restraining  anticompetitive  prac¬ 
tices,  ensuring  that  the  costs  of  externalities  are  taken  into  account 
by  those  who  create  them,  and  undergirding  markets  with  research 
£md  information  that  would  be  undersupplied — or  not  supplied  at 
all — ^by  private  markets.  This  Administration  is  committed  to  mak¬ 
ing  the  Federal  Government  perform  these  and  other  important 
functions  efficiently  so  that  meurkets  perform  better,  and  is  working 
on  many  fronts  to  do  so.  Notable  examples  are  initiatives  in  anti¬ 
trust  enforcement  and  interstate  banking  legislation.  Other  chal¬ 
lenges — and  opportunities — for  improving  the  performance  of  the 
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market  economy  lie  ahead,  for  example  in  the  areas  of  agricultural 
policy  and  ground  transportation  regulation. 

ANTITRUST  ENFORCEMENT 

The  Nation’s  antitrust  laws,  effectively  enforced,  preserve  com¬ 
petition  and  the  economic  benefits  it  yields.  This  Administration  is 
committed  to  maintaining  antitrust  protections.  In  1994  the  Justice 
Department  filed  three  complaints  challenging  firms  for  monopoliz¬ 
ing  markets,  including  a  widely  publicized  settlement  involving  the 
largest  firm  in  the  computer  software  industry.  In  contrast,  the 
Justice  Department  had  filed  only  four  other  such  complaints  since 
the  successful  conclusion,  in  1982,  of  the  prolonged  government 
lawsuit  to  break  up  what  was  then  the  nationwide  telephone  mo¬ 
nopoly.  Other  important  antitrust  initiatives  of  the  past  year  in¬ 
cluded  a  renewed  campaign  against  foreign  anticompetitive  conduct 
that  harms  U.S.  interests,  the  settlement  of  the  Justice  Depart¬ 
ment’s  price-fixing  case  against  the  major  airlines  (Box  4—1),  new 
efforts  in  reviewing  proposed  mergers  and  acquisitions  to  har¬ 
monize  the  need  to  protect  competition  with  industry  trends  toward 
rationalization,  and  efforts  to  protect  incentives  for  firms  in  com¬ 
petition  to  innovate.  This  last  initiative  is  discussed  later  in  this 
chapter  (in  the  section  on  “Intellectual  Property”);  the  other  three 
are  considered  here. 

Anticompetitive  Foreign  Practices 

For  50  years  the  antitrust  laws  have  been  interpreted  as  forbid¬ 
ding  anticompetitive  foreign  practices  that  harm  U.S.  interests, 
whether  by  raising  the  prices  of  imports  to  American  consumers  or 
by  closing  markets  to  American  exporters.  In  the  past,  for  example, 
the  antitrust  laws  have  been  employed  against  foreign  buying  car¬ 
tels  using  monopsony  power — ^the  market  power  of  a  single  buyer — 
to  lower  the  price  received  by  U.S.  exporters.  Such  enforcement  not 
only  protects  specific  U.S.  interests  directly,  but  also  advances  U.S. 
interests  more  broadly  by  promoting  a  global  regime  of  competitive 
0]>en  markets. 

In  1988  the  Justice  Department  chose  to  disavow  the  use  of  these 
laws  to  protect  U.S.  export  trade.  That  policy  was  renounced  in 
1992,  but  no  new  case  was  filed  until  1994,  when  the  department 
reached  a  settlement  with  a  large  British  producer  of  float  glass 
(the  type  of  glass  used  in  automobiles  and  buildings).  The  Justice 
Department  charged  that  the  company  used  exclusive  territories 
and  other  restrictions  in  licensing  its  technology  in  an.  attempt  to 
monoiK>lize  this  $15-billion-a-year  global  industry.  The  licensing  re¬ 
strictions  discouraged  U.S.  firms  from  designing,  building,  or  open¬ 
ing  float  glass  plants  abroad.  Because  much  of  the  technology  being 
licensed  is  now  in  the  public  domain,  and  thus  could  not  claim  in¬ 
tellectual  property  protection  as  trade  secrets,  the  Justice  Depart- 
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Box  4-1. — ^Airline  Price  Fixing 

In  1994  the  Justice  Department  settled  a  case  involving 
price-fixing  charges  against  eight  major  airlines.  What  was 
new  about  the  case  was  the  way  in  which  new  forms  of  infor¬ 
mation  exchange  made  possible  by  advances  in  telecommuni¬ 
cations  and  computerization  were  allegedly  used  to  facilitate  il¬ 
legal  conduct. 

The  major  airlines  are  connected  through  a  computerized 
system,  set  up  by  the  airlines  themselves  through  a  joint  ven¬ 
ture,  that  collects  fare  information  from  each  of  them  and 
transmits  it  to  the  various  computer  reservation  systems  used 
by  travel  agents.  Through  the  joint  venture,  the  air  carriers 
process  and  sort  fare  change  information  to  produce  detailed 
daily  reports  displaying  relationships  among  fares.  The  Justice 
Department  emphasized  that  much  of  this  information  is  un¬ 
available  in  practice  to  travel  agents  and  other  users  of  the 
reservation  systems. 

According  to  the  Justice  Department,  the  carriers’  joint  ven¬ 
ture  was  used  in  a  novel  and  anticompetitive  way  to  coordinate 
fare  decisions  over  a  5-year  period.  Using  certain  features  of 
the  fare  records  (first  and  last  ticket  dates  and  footnote  des¬ 
ignators)  and  often  emplo3dng  prospective  fares  never  offered 
to  the  public,  the  carriers  created  a  detailed  language  for  strik¬ 
ing  complex  bargains  across  fares  and  routes.  For  example,  one 
carrier  might  agree  to  raise  its  fares  for  a  certain  city-pair 
market  in  which  a  rival  carrier  would  prefer  a  higher  fare  than 
the  first  carrier  desired,  in  exchange  for  the  rival  carrier  agree¬ 
ing  to  raise  its  fares  in  a  second  market  in  which  the  pref¬ 
erences  were  reversed.  The  rapid  information  exchange  made 
possible  by  the  computerized  network  aided  the  carriers  in  en¬ 
forcing  such  bargains:  an  airline  could  usually  detect  and  re¬ 
spond  to  a  rival’s  deviation  from  such  a  deal  within  a  day. 

The  Justice  Department  claimed  to  have  identified  over  50 
such  collusive  agreements  between  carriers  using  the  comput¬ 
erized  joint  venture  for  negotiations,  and  challenged  as  unrea¬ 
sonable  the  features  of  the  fare  records  that  made  these  con¬ 
versations  possible.  If  such  coordination  had  raised  fares  by  as 
little  as  5  percent  for  5  years  on  300  routes,  the  cost  to  con¬ 
sumers  would  have  been  nearly  $2  billion,  according  to  the 
Justice  Department.  The  price-fixing  charges  were  settled  by 
an  agreement  approved  by  a  Federal  court  which  forbids  the 
carriers  from  using  the  features  of  the  fare  records  that  facili¬ 
tate  bargaining. 
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ment  concluded  that  the  licensing  provisions  were  not  legitimate 
business  practices  but  were  instead  being  used  to  close  off  foreign 
markets  to  U.S.  comptetitors.  The  settlement  eliminates  the  British 
company’s  territorial  restrictions,  allowing  U.S.  firms  to  manufac¬ 
ture  float  glass  abroad.  This  case  also  illustrates  the  Justice  De¬ 
partment’s  renewed  focus  on  anticompetitive  distribution  practices 
and  the  anticompetitive  potential  of  sham  intellectual  property  li¬ 
censing  arrangements. 

The  ability  of  Federal  antitrust  enforcers  to  challenge  inter¬ 
national  cartels  and  other  anticompetitive  foreign  practices  that 
harm  U.S.  consumers  and  exporters  was  enhanced  by  legislation 
enacted  in  1994.  The  new  act  allows  the  Justice  Department  and 
the  Federal  Trade  Commission  to  enter  into  reciprocal  agreements 
with  foreign  antitrust  agencies,  under  which  the  U.S.  and  the  for¬ 
eign  agencies  will  assist  each  other’s  investigations  by  obtaining 
antitrust  evidence  from  firms  and  persons  within  their  own  juris¬ 
dictions.  Safeguards  in  the  legislation  ensure  that  confidential  busi¬ 
ness  information  supplied  to  foreign  antitrust  authorities  will  not 
be  improperly  used  or  disclosed. 

Antitrust  Review  of  Mergers  and  Acquisitions 

Mergers  and  acquisitions  are  on  the  upswing:  both  their  number 
and  the  value  of  the  assets  transferred  have  increased  every  year 
since  1991.  But  half  of  all  mergers  and  acquisitions  in  2  recent 
years,  as  measured  by  asset  value,  have  occurred  in  four  indus¬ 
tries:  telecommunications,  health  care,  financial  services,  and  de¬ 
fense  and  technology  (Table  4-1).  These  are  all  industries  in  which 
technology  or  the  government’s  role  has  been  changing  dramati¬ 
cally,  leading  firms  to  alter  their  business  strategies  through  re¬ 
structuring. 


Table  4-1. — Announced  Mergers  and  Acquisitions  Transactions  in  1992 

and  1993 


Industry 

Transactions 

Asset  value 

Number 

Percent  of 
total 

Millions  of 
dollars 

Percent  of 
total 

All  industries . 

5,237 

100.0 

273,088 

100.0 

Finance . 

900 

17.2 

65,030 

23.8 

249 

4.8 

62,615 

22.9 

Health  care . . 

598 

11.4 

18,503 

6.8 

Defense  and  technology  . 

226 

4.3 

8,913 

3.3 

Source:  Merrill  Lynch,  Mergerstat  Review  1993.  Reprinted  with  permission. 


Mergers  and  acquisitions  may  be  attractive  to  the  parties  in¬ 
volved  for  a  number  of  reasons.  They  may  allow  the  merging  firms 
to  lower  costs,  improve  management,  stimulate  innovation,  or  re¬ 
duce  taxes.  But  they  may  also — and  this  is  the  concern  of  antitrust 
enforcers — enable  the  expanded  company  to  exercise  market  power. 
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Acquisitions  in  industries  undergoing  widespread  restructuring 
are  more  likely  than  most  to  raise  conflicts  between  the  business 
trends  that  encourage  consolidation  and  the  need  to  preserve  and 
promote  competition.  Such  conflicts  have  arisen  in  the  hospital  in¬ 
dustry,  where  a  consolidation  has  been  under  way  for  some  time. 
Nationwide,  almost  100  hospitals  merge  or  close  in  a  typical  year, 
and  consolidation  is  occurring  in  all  regions  of  the  country.  Because 
many  hospitals  serve  highly  localized  geographic  markets,  where 
few  alternative  providers  exist  or  could  enter  the  market,  the  loss 
of  a  single  hospital  through  merger  or  closure  can  often  sharply  re¬ 
duce  competition  in  its  locality.  In  part  the  trend  toward  industry 
concentration  reflects,  ironically,  the  efforts  of  health  insurers  and 
managed  care  providers  to  lower  the  prices  they  pay  by  encourag¬ 
ing  competition  among  neighboring  hospitals  and  the  rationaliza¬ 
tion  of  duplicative  facilities.  Hospitals  eiIso  face  increasing  competi¬ 
tion  from  surgical  and  outpatient  clinics,  which  can  offer  at  lower 
cost  some  health  care  services  that  formerly  only  hospitals  pro¬ 
vided. 

Cost-saving  consolidations  can  lower  the  price  of  hospital  services 
and  improve  health  care  delivery — so  long  as  they  do  not  under¬ 
mine  competition.  Competition  ensures  that  hospital  cost  reduc¬ 
tions  will  benefit  consumers.  Antitrust  enforcers  have  not  chal¬ 
lenged  the  more  than  95  percent  of  all  proposed  hospital  mergers, 
and  the  even  greater  fraction  of  proposed  joint  ventures,  that  they 
did  not  find  threatening  to  competition.  But  a  few  proposed  consoli¬ 
dations  do  raise  conflicts  between  the  trend  toward  rationalization 
and  the  need  to  promote  competition. 

During  1994  the  Department  of  Justice,  in  partnership  with  the 
Florida  Attorney  General’s  office,  responded  innovatively  to  one 
such  conflict.  Under  the  terms  of  a  consent  settlement  of  an  anti¬ 
trust  case,  the  two  largest  general  acute  care  hospitals  in  northern 
Pinellas  County,  Florida,  were  permitted  to  collaborate  in  providing 
those  services  in  which  they  compete  with  nonhospital  or  distant 
hospital  providers,  including  many  outpatient  services  and  tertiary 
care  services.  The  hospitals  were  also  allowed  to  consolidate  billing, 
procurement,  and  other  administrative  functions.  But  the  settle¬ 
ment  requires  them  to  market  their  collaborative  services  inde¬ 
pendently  and  to  continue  to  compete  in  offering  those  inpatient 
services  for  which  there  may  be  no  practiced  alternative  supplier 
for  most  patients  in  their  region. 

In  recognition  of  the  restructuring  under  way  in  the  health  care 
industry,  the  Justice  Department  and  the  Federal  Trade  Commis¬ 
sion  have  jointly  issued  several  antitrust  guidelines  for  the  health 
care  industry  as  a  whole.  The  agencies’  joint  statement  on  hospital 
mergers  declares  that  the  government  will  not  normally  issue  a 
challenge  if  either  of  the  merging  hospitals  averages  fewer  than 
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100  beds  and  fewer  than  40  patients  per  day  over  a  3-year  period — 
regardless  of  concentration  in  their  geographic  market.  Guidelines 
such  as  these  should  encourage  needed  investment  and  reorganiza¬ 
tion  in  this  industry  by  lessening  uncertainty  about  the  antitrust 
consequences  of  proposed  restructurings. 

INTERSTATE  BANKING 

Legislation  enacted  in  1994  takes  a  giant  step  toward  interstate 
banking  and  bank  branching  in  the  United  States.  The  new  law  re¬ 
moves  Federal  barriers  to  geographic  expansion  and  authorizes  the 
States  to  remove  the  rest.  Lowering  the  hurdles  to  interstate  bank¬ 
ing  and  branching  improves  the  efficiency  of  the  banking  system  in 
three  ways.  First,  banks  can  increasingly  consolidate  branches 
across  State  lines  into  one  network  and  accept  interstate  deposits 
without  restrictions.  This  will  lower  costs  for  banks  operating  in 
more  than  one  State. 

Second,  increased  interstate  banking  reduces  the  likelihood  of 
bank  failures  by  facilitating  greater  diversity  in  bank  loan  port¬ 
folios.  Banks  can  more  easily  avoid  tying  their  profitability  and  sol¬ 
vency  to  the  health  of  a  single  region.  This  will  make  it  easier  to 
diversify  against  regional  risks  such  as  weather-  or  disease-related 
crop  failure,  earthquake,  or  energy  price  fluctuations. 

Finally,  banks’  increased  ability  to  enter  new  markets  across 
State  lines  will  boost  competition.  To  further  promote  competition, 
the  legislation  limits  mergers  and  acquisitions  that  would  cause  a 
bank  holding  company  to  control  more  than  30  percent  of  the  bank 
deposits  in  a  State,  unless  the  State  waives  this  limit. 

INTRASTATE  TRUCKING 

The  trucking  industry  was  partially  deregulated  in  1980,  with 
the  enactment  of  legislation  significantly  reducing  Federal  control 
over  entry,  pricing,  and  operations  of  interstate  trucking.  Scholars 
estimate  that  this  legislation  has  generated  annual  savings  in  the 
tens  of  billions  of  dollars.  Legislation  enacted  in  1994  removes  the 
most  burdensome  remaining  governmental  constraints:  regulation 
by  more  than  40  States  of  the  rates,  entry,  and  routes  of  motor  car¬ 
riers. 

The  end  of  intrastate  trucking  regulation  in  1995  promises  to 
lower  the  prices  of  trucking  services.  For  example,  under  current 
State  regulation,  one  consumer  products  distributor  pays  $560  to 
ship  products  the  422  miles  between  Dallas  and  Laredo,  Texas,  but 
only  $410  to  ship  the  same  goods  the  480  miles  between  Dallas  and 
Topeka,  Kansas,  in  largely  unregulated  interstate  commerce.  The 
new  legislation  discourages  inefficient  business  practices  predicated 
on  State  regulation.  For  example,  cargo  carriers  will  no  longer  have 
an  incentive  to  ship  to  inconvenient  out-of-State  airports  in  order 


to  avoid  regulated  intrastate  trucking  rates.  Competition  among 
truckers  and  multimodal  cargo  carriers  implies  that  much  of  the 
savings  from  deregulation  will  be  passed  through  to  consumers. 

FARM  POLICY  REFORM 

The  drafting  of  a  new  farm  bill  in  1995  will  give  the  Federal  Gov¬ 
ernment  an  opportunity  to  reassess  and  redesign  its  role  in  the  ag¬ 
ricultural  economy.  A  more  efficient  farm  policy  would  reflect  con¬ 
temporary  economic  conditions,  environmental  needs,  and  public 
values.  As  described  below,  efficiency  requires  that  farmers  be 
given  greater  opportunity  to  respond  to  market  incentives,  and  that 
cost-effective  public  policies  be  used  to  correct  market  failures  in 
agriculture.  Revising  government  policy  to  meet  better  these  objec¬ 
tives  will  help  unleash  more  of  the  innovative  energy  that  has  long 
characterized  American  agriculture. 

Changing  Conditions  in  the  Agricultural  Economy 

Today’s  agricultural  commodity  support  programs  are  rooted  in 
landmark  New  Deal  legislation  that  followed  the  agricultural  de¬ 
pression  of  the  1920s  and  1930s.  These  programs  were  designed  to 
sustain  prices  and  incomes  for  producers  of  cotton,  milk,  wheat, 
rice,  com,  sugar,  tobacco,  peanuts,  and  other  crops.  However, 
changing  economic  conditions  and  trends  in  agriculture  over  the 
past  half-century  suggest  that  many  of  the  original  motivations  for 
farm  programs  no  longer  apply. 

The  farm  sector  no  longer  looms  large  in  the  macroeconomy.  Com¬ 
modity  programs  were  originally  instruments  of  macroeconomic 
policy  as  well  as  a  means  of  sustaining  farm  families’  incomes.  In 
the  1930s  farm  households  accounted  for  25  percent  of  the  U.S. 
population  and  generated  over  10  percent  of  gross  domestic  product 
(GDP).  Today  they  comprise  less  than  2  percent  of  the  population. 
Although  the  U.S.  food  and  fiber  system  as  a  whole  (including  food 
processing  and  marketing)  provides  an  estimated  18  percent  of  U.S. 
jobs  and  contributes  over  15  percent  of  GDP,  farming  alone  now 
generates  only  9  percent  of  rural  employment  and  less  than  2  per¬ 
cent  of  GDP.  Technological  progress  and  growth  in  farm  productiv¬ 
ity  permit  a  smaller  labor  force  to  supply  the  agricultural  needs  of 
the  entire  country.  As  a  result,  government  farm  programs  play  a 
reduced  role  in  the  U.S.  macroeconomy. 

International  trade  in  agricultural  products  has  grown.  Produc¬ 
tivity  gains  in  agriculture  have  helped  fuel  growth  in  agricultural 
exports.  For  example,  wheat  exports  have  grown  from  8  percent  of 
U.S.  wheat  production  in  the  1930s  to  over  50  percent  today,  while 
com  exports  have  grown  from  less  than  2  percent  of  production  to 
about  one-quarter.  Such  growth  has  helped  convert  agriculture 
from  a  trade  deficit  sector  to  an  important  trade  surplus  sector, 
contributing  over  $19  billion  to  the  U.S.  balance  of  trade  in  1993. 
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The  average  farm  payment  recipient  is  no  longer  poor.  In  the 
1930s  per  capita  farm  income  was  only  one-third  the  per  capita  in¬ 
come  of  the  remaining  population.  Commodity  programs  were  in¬ 
tended  to  reduce  this  disparity.  Today,  however,  recipients  of  farm 
program  payments  (about  one-third  of  all  farm  operators)  tend  to 
be  better  off  than  the  average  American.  Overall,  farm  households 
have  about  the  same  average  income  and  quadruple  the  net  worth 
of  the  average  U.S.  household.  Moreover,  two-thirds  of  program 
payments  go  to  the  largest  18  percent  of  farms — even  though  the 
average  income  of  these  recipients  is  triple  that  of  the  average  U.S. 
household. 

Agricultural  production  is  increasingly  concentrated.  The  number 
of  farms  has  fallen  by  more  than  60  percent  since  1950,  while  the 
size  of  the  average  farm  has  doubled.  Moreover,  92  percent  of  what 
the  Bureau  of  the  Census  terms  farm  households  operate  small 
farms  but  receive  almost  all  their  income  from  off-farm  sources; 
they  have  about  the  same  average  income  as  the  typical  nonfarm 
household  and  receive  only  a  small  share  of  government  farm  pro¬ 
gram  payments. 

Demographic  data  indicate  that  these  trends  will  continue,  in 
part  because  the  young  increasingly  choose  nonfarm  occupations. 
During  the  1980s,  entry  rates  into  farming  fell  by  50  percent 
among  those  under  25  years  of  age  and  by  35  percent  among  those 
aged  25  to  34.  Low  rates  of  young  farmer  entry  have  persisted 
since  1987.  By  1990,  as  a  result,  22  percent  of  farm  operators  were 
65  or  older,  compared  with  only  3  percent  of  the  U.S.  work  force 
as  a  whole. 

Farmers  now  can  insure  themselves  against  price  declines.  In  the 
early  1930s  farm  incomes  were  at  the  mercy  of  year-to-year  fluc¬ 
tuations  in  farm  prices.  Commodity  programs  provided  price  floors 
for  agricultural  producers,  insuring  them  against  adverse  price 
swings.  The  growth  of  futures  and  options  markets  now  lets  farm¬ 
ers  protect  against  short-term  price  declines  without  the  need  for 
a  government  program. 

The  potential  environmental  costs  of  farming  have  increased. 
Modem  agricultural  practices  can  sometimes  lead  to  substantial 
runoff  of  nutrients  and  chemicals,  which  pollute  downstream  water 
resources.  The  use  of  both  pesticides  and  fertilizers  has  doubled 
since  the  1960s,  and  agriculture  is  now  considered  a  contributor  to 
water  quality  problems  in  approximately  60  percent  of  river  and 
lake  areas  that  are  impaired.  An  increasing  rural  population  has 
raised  the  potentisd  public  heedth  costs  of  environmental  damage 
from  agricultural  activities.  Agriculture  has  also  been  a  major 
source  of  wetlands  losses,  which  can  diminish  floodwater  storage 
capacity  and  harm  water  quality  and  wildlife.  The  upper  Midwest, 
for  example,  once  had  an  estimated  53  million  acres  of  wetlands; 
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today  only  about  23  million  acres  remain,  29  million  acres  having 
been  converted  to  cropland.  (Wetlands  policy  is  discussed  further 
below.) 

New  Foundations  of  Agricultural  Policy 

Both  changing  economic  conditions  and  the  quest  for  efficiency  in 
government  motivate  a  new  set  of  objectives  for  agricultural  policy. 

Market  incentives  at  home  and  abroad.  With  the  increasing  im¬ 
portance  of  international  markets  to  U.S.  agriculture,  free  trade  be¬ 
tween  nations  has  also  become  increasingly  important  to  this  sec¬ 
tor.  As  discussed  in  Chapter  6,  the  Administration  has  achieved 
historic  agreements  that  will  lower  international  trade  barriers 
around  the  world,  including  some  prominent  barriers  to  agricul¬ 
tural  trade.  These  agreements  will  yield  large  dividends  to  the 
farm  sector  and  the.  U.S.  economy  at  large. 

At  home,  farmers  must  be  given  appropriate  market  signals  so 
that  their  decisions  will  help  maximize  aggregate  economic  welfare. 
Unfortunately,  some  government  farm  programs  impede  market 
processes  and  efficient  choices.  In  some  agricultural  markets,  the 
Federal  Government  operates  programs  that  do  not  involve  tax¬ 
payer  subsidies,  but  that  nonetheless  reduce  economic  efficiency. 
For  example,  in  markets  for  sugar,  peanuts,  and  tobacco,  above¬ 
market  prices  are  supported  by  cartel-like  supply  restrictions  that 
are  enforced  by  the  Federal  Government.  The  sugar  and  peanut 
programs  also  impose  marketing  restrictions  in  ways  that  inhibit 
shifts  of  production  from  more  costly  to  less  costly  producers. 

Farm  commodity  programs  currently  come  in  two  main  forms. 
Income  support  is  provided  by  deficiency  payment  programs,  which 
make  payments  that  depend  on  a  commodity’s  statutory  target 
price,  the  actual  market  price,  and  the  number  of  acres  a  farmer 
has  accredited  to  the  commodity  program.  To  maintain  their  bene¬ 
fits,  farmers  have  an  incentive  to  plant  the  same  crops  year  after 
year.  Deficiency  payments  are  sometimes  tied  to  a  requirement 
that  farmers  idle  a  portion  of  their  land.  Farmers  that  are  eligible 
for  deficiency  payments  also  benefit  from  price  support  programs 
that  pay  them  the  difference  between  a  commodity’s  support  price 
and  its  international  price  on  each  unit  of  a  program  crop  that  they 
produce. 

Both  programs  affect  economic  behavior  in  ways  that  may  prove 
costly.  By  encouraging  overinvestment  and  overproduction  in  agri¬ 
culture,  the  programs  affect  the  allocation  of  resources  in  the  econ¬ 
omy  and  thereby  reduce  overall  productivity.  The  programs  also  re¬ 
duce  the  productivity  of  agriculture  itself  because  they  subsidize 
different  crops  to  different  extents.  Indeed,  almost  half  of  agricul¬ 
tural  production  is  not  covered  by  either  price  support  or  deficiency 
payment  programs.  In  addition,  farm  programs  may  have  long-run 
costs:  by  raising  agricultural  land  values,  crop  subsidies  may  raise 
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the  financial  barriers  to  entry  into  farming,  deterring  some  entry 
and  increasing  the  financial  vulnerability  of  new  farmers. 

The  programs  may  also  discourage  environmentally  beneficial 
practices.  By  favoring  program  crops  over  nonprogram  rotation 
crops,  both  programs  discourage  crop  rotations  that  break  pest  cy¬ 
cles  and  promote  soil  conservation.  Price  support  programs  can  en¬ 
courage  the  use  of  pesticides,  herbicides,  and  fertilizers,  which  may 
raise  yields  but  contribute  to  off-site  environmental  damage.  By  in¬ 
creasing  the  returns  to  crop  cultivation,  both  programs  may  encour¬ 
age  the  farming  of  marginal  lands,  which  for  environmental  rea¬ 
sons  may  be  better  left  fallow.  And  both  programs  may  skew  the 
composition  of  farm  output  toward  program  crops,  some  of  which 
are  particularly  intensive  in  environmentally  harmful  inputs.  For 
example,  a  17-State  Department  of  Agriculture  survey  found  that 
farms  growing  cotton,  a  program  crop,  use  almost  twice  as  much 
pesticide  per  acre  as  the  average  farm. 

Some  economists  argue  that  current  farm  programs  can  be  re¬ 
formed  to  increase  economic  efficiency,  better  serve  environmental 
objectives,  and  still  provide  government  support  to  the  agricultural 
sector.  For  example,  one  approach  would  sever  the  link  between 
commodity  program  payments  and  farmers’  crop  choices  by  fixing 
farmers’  commodity  program  acreages,  allowing  farmers  complete 
planting  flexibility  on  these  acreages,  terminating  acreage  control 
requirements,  and  rolling  price  support  programs  for  the  income- 
supported  commodities  into  deficiency  payments  (thus  curtailing 
overproduction  incentives  implicit  in  price  supports). 

Farm  survival.  Farmers  are  subject  to  daunting  risks  from  both 
nature  and  markets.  For  a  variety  of  economic  reasons,  including 
incentive  considerations,  these  risks  are  mostly  borne  by  farmers 
themselves.  Investment  in  farmland  and  farm  capital  generally  re¬ 
quires  a  combination  of  a  farmer’s  own  funds  and  bank  loans. 
When  the  agricultural  economy  suffers  a  downturn,  farmers’  debts 
can  threaten  their  financial  stability  and  indeed  the  survival  of 
their  enterprises,  as  was  witnessed  most  recently  in  the  agricul- 
tured  recession  of  the  early  1980s.  For  would-be  farmers  with  lim¬ 
ited  capital,  such  prospects  can  limit  the  availability  of  bank  funds 
and  deter  entry,  even  if  that  entry  appears  profitable,  on  average, 
in  prospect.  (Jovemment  support  of  farm  credit  and  crop  insurance 
is  intended  to  counter  these  effects. 

Risks  to  farm  revenues  come  from  two  sources:  prices  and  yields. 
When  both  prices  and  yields  are  insured,  so  is  the  product  of  the 
two,  farm  revenues.  Price  insurance  is  now  available  on  private 
markets  in  the  form  of  futures  and  options  contracts.  Yield  insur¬ 
ance,  on  the  other  hand,  is  offered  by  the  Federal  Government  in 
the  form  of  subsidized  crop  insurance. 
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In  principle,  private  insurance  markets  can  mitigate  risks  to 
farm  revenue  when  an  individual  farm’s  revenues  are  closely  tied 
to  observable  regional  measures  of  crop  revenue.  Regional  revenue 
insurance  can  offer  farmers  compensation  when  revenues  are  low, 
without  creating  problems  of  adverse  selection  and  moral  hazard 
(Box  4-2).  In  practice,  however,  the  Federal  Government  has  de¬ 
terred  the  development  of  a  private  insurance  market  by  offering 
subsidized  crop  insurance  of  its  own  and  by  standing  ready  to  un¬ 
derwrite  many  farm  losses  in  the  event  of  natural  disasters. 

Even  if  regional  revenue  insurance  were  available,  some  risks 
specific  to  individual  fanns  may  remain  uninsurable  in  private 
markets  because  of  adverse  selection  and  moral  hazard.  Farm  dis¬ 
aster  insurance  responds  to  this  market  failure.The  Administration 
has  moved  swiftly  to  address  the  need  for  farm  disaster  insurance 
that  both  protects  farmers  from  large  crop  losses  on  their  individ¬ 
ual  farms  and  clarifies  the  government’s  role  in  disaster  relief.  The 
Federal  Crop  Insurance  Reform  initiative,  signed  into  law  in  the 
fall  of  1994,  provides  for  minimal  disaster  insurance  coverage  for 
all  farmers  that  participate  in  government  farm  programs  and  any 
others  that  choose  to  purchase  this  coverage;  the  insurance  protects 
farmers  from  yield  losses  above  50  percent  of  their  historical  aver¬ 
age  yields,  with  payments  for  such  losses  at  a  rate  of  60  percent 
of  the  expected  crop  price.  This  reform  provides  farmers  with  disas¬ 
ter  protection  that  is  statutory  and  hence  dependable.  With  this 
basic  protection  in  place,  the  stage  is  set  for  advancing  market  al¬ 
ternatives  to  conventional  government  crop  insurance,  in  order  to 
insure  against  low,  but  noncatastrophic,  revenues.  Regional  reve¬ 
nue  insurance  represents  one  possible  private  market  insurance  al¬ 
ternative. 

Environmental  stewardship  and  efficient  land  use.  The  choice  of 
farm  practices  can  have  a  wide  range  of  environmental  effects, 
positive  and  negative.  Negative  effects  include  off-site  costs  of  soil 
erosion  and  agricultural  runoff;  positive  effects  include  wildlife 
preservation  benefits  from  hedgerows  and  windbreaks,  and  reduced 
greenhouse  gas  emissions  due  to  improved  fertilizer  management 
and  processing  of  confined  livestock  waste.  Over  the  past  two  dec¬ 
ades,  farm  conservation  practices  have  improved  dramatically. 
Nonetheless,  farmers  should  be  given  incentives  to  consider  the  en¬ 
vironmental  costs  and  benefits  of  their  actions.  Federal  policy  can 
incorporate  environmental  and  public  health  values  into  farmers’ 
decisionmaking  through  an  incentives-based  approach  that  leaves 
management  decisions  in  farmers’  qualified  hands  while  turning 
collective  environmental  objectives  into  individual  financial  ones. 
For  example,  the  environmental  costs  of  agricultural  erosion  and 
runoff  stem  from  both  the  application  of  fertilizers  and  pesticides 
and  a  variety  of  other  farm  practice  decisions,  including  tillage 
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Box  4-2. — ^Adverse  Selection  and  Moral  Hazard  in  Crop 
Insurance 

When  some  farmers  face  a  higher  risk  of  crop  shortfalls  than 
others,  but  potential  insurers  cannot  identify  which  farmers 
are  high-risk,  insurance  premiums  must  be  set  to  reflect  the 
average  risk  of  insured  farmers.  However,  for  low-risk  farmers, 
such  premiums  will  be  higher  than  their  average  revenue 
losses,  and  these  farmers  may  therefore  decide  not  to  buy  the 
insurance.  As  a  result,  only  the  high-risk  farmers  may  choose 
to  purchase  private  crop  insurance,  leaving  all  other  farmers  to 
face  the  full  range  of  revenue  risk,  and  leading  insurers  to 
raise  their  premiums  on  the  now-riskier  pool  of  customers.  The 
problem  that  arises  when  individual  farmers  know  their  own 
vulnerability  to  specific  hazards  better  than  do  insurers  is 
called  adverse  selection. 

Crop  insurance  can  also  fall  victim  to  what  economists  call 
moral  hazard,  the  problem  that  arises  because  a  farmer  who 
is  insured  against  crop  loss  has  less  of  an  incentive  to  avoid 
the  loss.  Moral  hazard  in  this  setting  occurs  when  insured 
farmers  adjust  their  production  practices  to  increase  the  likeli¬ 
hood  of  receiving  an  insurance  pa)rment.  This  can  be  done,  for 
example,  by  producing  a  small  crop  and  a  large  crop  in  alter¬ 
nating  years.  The  large  crops  keep  the  insured  revenue  level 
up,  while  the  small  crops  permit  the  farmer  to  collect  on  the 
insurance  contract. 

Both  adverse  selection  and  moral  hazard  problems  could  be 
avoided  with  regional  revenue  insurance  that  compensates  each 
farmer  only  for  shortfalls  in  regional  revenue,  not  the  farmer’s 
own  revenue.  For  example,  a  regional  insurance  contract  could 
be  tied  to  average  com  revenue  in  a  given  county,  defined  as 
the  product  of  the  county-wide  average  yield  on  com  acreage 
and  a  com  price  index.  An  insured  farmer  would  receive  a  pay¬ 
ment  when  average  com  revenue  falls  below  a  given  level;  the 
size  of  the  payment  would  depend  upon  the  amount  of  insur¬ 
ance  the  farmer  has  purchased.  To  the  extent  the  farmer’s  own 
com  yields  match  those  of  the  region,  regional  insurance  would 
provide  financial  relief  in  times  of  low  revenue,  without  tying 
insurance  payments  to  outcomes  that  depend  upon  the  farmer’s 
own  planting  decisions  or  risk  attributes. 

practices,  crop  rotation  decisions,  and  the  use  of  filter  strips  that 
absorb  mnoff  in  the  boundaries  of  croplands.  When  the  application 
of  fertilizers  and  pesticides  imposes  off-site  costs,  farmers  can  only 
be  expected  to  make  efficient  decisions  if  they  are  themselves  con¬ 
fronted  with  these  costs.  One  possibility  by  which  policy  could  use 
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markets  to  do  this  is  to  levy  fees  on  the  use  of  these  inputs  that 
reflect  the  environmental  cost  of  their  application  in  different  geo¬ 
graphical  areas.  Another  option  is  to  use  positive  financial  incen¬ 
tives  to  encourage  the  adoption  of  conservation  practices  that  re¬ 
duce  erosion  and  runoff  or  provide  wildlife  habitat. 

Federal  policy  also  needs  to  be  concerned  with  agricultural  land 
use.  In  some  cases  the  public  benefits  from  preserving  uncultivated 
land  or  returning  cultivated  land  to  its  native  form  may  exceed  the 
potential  private  benefits  of  cultivation.  This  is  likely  to  be  the  case 
with  some  highly  erodible  land  and  many  wetlands.  About  120  mil¬ 
lion  acres  of  cropland,  representing  over  25  percent  of  all  U.S.  crop¬ 
land,  is  considered  highly  erodible.  These  lands  are  estimated  to 
erode  at  least  eight  times  as  fast  as  their  soil  can  be  naturally  re¬ 
generated,  leading  to  high  off-site  costs  of  sediment  and  chemical 
runoff.  Such  lands  have  been  among  the  most  important  targets  of 
the  Agriculture  Department’s  principal  land  retirement  program, 
the  Conservation  Reserve  Program,  which  has  succeeded  in  reduc¬ 
ing  the  overall  national  soil  erosion  rate  by  an  estimated  20  per¬ 
cent.  Federal  policy  should  continue  to  target  such  sensitive  lands 
and  do  so  in  a  way  that  yields  the  greatest  environmental  benefit 
per  tax  dollar. 

How  wetlands  are  used  affects  a  wide  variety  of  public  resources, 
including  water  quality,  groundwater  supplies,  fioodwater  storage, 
and  wildlife.  To  protect  these  resources.  Federal  wetlands  policy 
should  address  both  wetlands  restoration  and  wetlands  conversion. 
The  Administration  heis  sought  to  accelerate  wetlands  restoration 
through  the  Wetlands  Reserve  Program.  To  date,  this  program  has 
permanently  restored  125,000  acres  of  critical  wetlands  from  crop¬ 
land  at  a  cost  of  less  than  $1,000  per  acre. 

The  conversion  of  natural  wetlands  to  cropland  has  been  regu¬ 
lated  by  the  Federal  Government  under  both  Section  404  of  the 
Clean  Water  Act  and  a  provision  of  the  farm  bill  called 
“Swampbuster.”  Under  Section  404,  permits  are  often  required  for 
the  conversion  of  wetlands;  the  Army  Corps  of  Engineers  and  the 
Environmental  Protection  Agency  share  responsibility  for  granting 
the  permits.  Under  the  Swampbuster  provision,  agricultural  pro¬ 
ducers  can  sometimes  be  denied  farm  program  benefits  if  they  cul¬ 
tivate  a  native  wetland. 

The  Administration  has  worked  to  resolve  a  variety  of  wetlands 
policy  issues  by  streamlining  administrative  procedures  for  issuing 
wetland  conversion  permits,  clarifying  the  delineation  of  wetlands 
that  are  subject  to  regulation,  promoting  flexibility  in  wetlands  reg¬ 
ulation  so  as  to  achieve  wetlands  preservation  at  a  lower  cost,  and 
providing  incentives  for  States  and  localities  to  engage  in  water¬ 
shed  planning  and  thus  reduce  conflicts  arising  from  permit-by-per- 
mit  decisionmaking.  For  example,  to  reduce  regulatory  duplication 
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and  delays,  the  Administration  has  designated  the  Natural  Re¬ 
sources  Conservation  Service  (formerly  the  Soil  Conservation  Serv¬ 
ice)  as  the  lead  Federal  agency  for  wetlands  delineation  on  agricul¬ 
tural  lands  under  both  the  farm  bill  and  the  Clean  Water  Act.  The 
Administration  has  also  exempted  53  million  acres  of  converted  ag¬ 
ricultural  wetlands  from  regulation  and  endorsed  the  use  of  mitiga¬ 
tion  banking.  Mitigation  banking  allows  environmental  damages 
from  a  given  wetland  conversion  to  be  offset  by  the  prior  creation 
or  restoration  of  other  wetlands.  It  thus  allows  valuable  develop¬ 
ment  to  proceed  while  protecting  wetlands  and  making  the  permit¬ 
ting  process  more  flexible  and  cost-effective. 

Critics  of  Federal  wetlands  regulation  have  argued  that  restric¬ 
tions  on  private  wetlands  conversion  constitute  a  government  “tak¬ 
ing”  for  which  private  landowners  should  be  compensated.  Such 
claims  are  part  of  a  broad  and  important  public  debate  on  the  ap¬ 
propriate  scope  of  the  takings  doctrine  (Box  4-3). 

Food  safety.  When  consumers  cannot  easily  determine  for  them¬ 
selves  the  healthfulness  and  safety  of  the  foods  they  buy,  they  can¬ 
not  appropriately  reward  producers  for  providing  these  attributes 
even  though  they  value  them.  (lovemment  can  enhance  socied  wel¬ 
fare  in  these  circumstances  by  undergirding  markets  with  food 
safety  protection.  This  undergirding  of  markets  takes  four  forms: 
inspection  of  meats  and  other  foods  for  contaminants,  standards  for 
pesticide  residues  on  food,  regulation  of  the  pesticides  themselves 
and  their  availability  to  farmers,  and  consumer  information 
through  education  and  labeling. 

Food  safety  policy  has  evolved  to  address  public  demeuids  for  pro¬ 
tection,  but  not  always  in  cost-effective  ways.  Inspection  programs 
need  to  provide  food  producers  with  appropriate  incentives  to  pre¬ 
vent  contamination,  while  at  the  same  time  keeping  regulatory  de¬ 
sign  standards  to  a  minimum.  Overproliferation  of  prescriptive 
standards  can  prevent  firms  from  developing  the  protection  sys¬ 
tems  best  suited  to  their  facilities.  Appropriate  incentives  can  be 
provided  through  effective  Federal  contaminant  detection  pro¬ 
grams,  combined  with  penalties  and  remedies  for  contamination. 

The  Administration’s  pathogen  reduction  initiative  is  an  impor¬ 
tant  step  in  this  direction.  This  initiative  provides  for  the  recall  of 
meat  £ind  poultry  products  that  pose  a  threat  to  public  health,  the 
assessment  of  penalties  when  health  standards  or  inspection  proce¬ 
dures  are  violated,  and  the  introduction  of  the  latest  pathogen  de¬ 
tection  technology  in  a  meat  inspection  system  that  has  become 
outmoded.  The  Administration  is  moving  toward  a  system  based  on 
detecting  the  microbial  contaminants  that  are  the  sources  of 
foodbome  illness  rather  than  relying  on  visuEil  inspection  alone. 
This  reform  should  permit  the  cost-effective  achievement  of  public 
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Box  4-3. — The  Takings  Debate 

Federal,  State,  and  local  governments  regulate  land  use  in  a 
variety  of  ways,  to  protect  their  citizens  from  harmtul 
externalities  and  to  preserve  public  resources,  including  wild¬ 
life,  water  quality,  and  open  space.  State  and  local  authorities, 
for  example,  routinely  make  decisions  about  zoning  and  per¬ 
mits  that  constrain  the  uses  of  private  lands  and  the  buildings 
allowed  on  them.  Such  constraints  protect  residential  and 
other  property  from  harm  by  noxious  development  on  neighbor¬ 
ing  property.  Federal  land  use  regulations  include  w'etlands 
protection  and  endangered  species  preservation. 

Compensation  for  some  regulatory  actions  affecting  property 
values  is  required  by  the  Fifth  Amendment  to  the  Constitution, 
which  forbids  the  government  to  take  private  property  for  pub¬ 
lic  use  without  just  compensation.  This  provision  establishes 
and  protects  the  institution  of  private  property,  thus  laying  the 
foundation  for  economic  growth  financed  largely  by  private  in¬ 
vestment. 

Recent  legislative  debate  has  centered  on  the  extent  to  w’hich 
landowners  should  be  compensated  for  regulatory  actions  af¬ 
fecting  the  value  of  their  property  in  situations  in  which  com¬ 
pensation  is  not  constitutionally  mandated.  Under  many  pro¬ 
posals  for  expanded  comp>ensation,  the  government  would  thus 
be  required  to  provide  compensation  when  zoning,  environ¬ 
mental,  or  other  regulations  prevent  landowners  from  using 
their  property  in  ways  that  harm  other  property  owners  or  the 
public. 

An  expanded  compensation  requirement  could  harm  the 
economy  in  at  least  two  ways.  First,  it  would  tend  to  discour¬ 
age  Federal,  State  and  local  governments  from  a  critical  task 
of  microeconomic  policy:  that  of  addressing  market  failures, 
such  as  externalities  or  the  underprovision  of  public  goods,  in 
order  to  protect  health,  safety,  and  the  environment.  For  exam¬ 
ple,  enactment  of  some  proposals  to  expand  compensation 
could  discourage  environmental  regulations  that  prevent  land- 
owners  from  storing  barrels  of  toxic  waste  near  a  neighborhood 
or  school.  Second,  an  expanded  compensation  requirement 
might  give  landowners  an  incentive  to  alter  the  use  of  their 
land  in  order  to  increase  the  likelihood  or  amount  of  compensa¬ 
tion.  If  environmental  resources  could  be  protected  only  by 
paying  off  those  who  would  benefit  from  damaging  them,  then 
landowners,  for  example,  would  have  an  incentive  to  seek  com¬ 
pensation  by  proposing  environmentally  damaging  projects 
I  that  they  might  never  have  otherwise  considered. 
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health  goals,  the  importance  of  which  has  been  highlighted  by  re¬ 
cent  episodes  of  contamination  by  the  intestinal  bacterium  E.  coli. 

The  Federal  Government  determines  pesticide  residue  standards 
according  to  criteria  laid  out  in  the  Federal  Food,  Drug,  and  Cos¬ 
metic  Act  (FFDCA).  The  so-called  Delaney  clause  in  this  act  re¬ 
quires  that  processed  foods  contain  no  additives  that,  in  any  quan¬ 
tity,  could  potentisdly  cause  cancer.  For  residues  on  raw  agricul¬ 
tural  commodities,  in  contrast,  the  FFDCA  gives  regulators  greater 
flexibility  in  determining  the  amounts  of  chemical  residues  allowed. 
The  zero-risk  standard  implicit  in  the  Delaney  clause  requires  that 
even  safe  amounts  of  pesticide  residues  not  be  allowed  in  processed 
foods,  no  matter  how  much  the  application  of  pesticide  might  re¬ 
duce  the  cost  of  producing  food. 

The  government’s  pesticide  registration  process  has  been  criti¬ 
cized  for  costly  delays  and  a  statutory  apparatus  that  can  some¬ 
times  prevent  the  substitution  of  less  toxic  new  pesticides  for  more 
toxic  older  ones.  To  address  these  problems,  the  Administration  has 
proposed  a  periodic  review  of  all  registered  pesticides  and  an  expe¬ 
dited  registration  process  for  those  pesticides  that  present  reduced 
risk  and  for  minor  use  pesticides.  Beyond  these  administrative  re¬ 
forms,  efficiency  dictates  that  pesticide  registration  decisions  be 
guided  by  benefit-cost  criteria.  If  regulation  is  imposed  even  though 
the  benefits  of  reduced  risk  do  not  justify  the  costs,  the  Nation 
loses  an  opportunity  to  redirect  resources  toward  more  effective 
risk-reduction  activities. 

Finally,  government  policy  can  be  used  to  help  consumers  become 
better  informed  about  the  foods  they  purchase.  To  promote  this 
end.  Federal  grading  and  labeling  standards  should  focus  on  pro¬ 
viding  the  information  about  nutrition,  food  safety,  and  other 
health  concerns  that  consumers  may  lack,  and  not  on  cosmetic  at¬ 
tributes  (such  as  fruit  size  and  external  blemishes)  that  consumers 
can  readily  observe  for  themselves.  Beyond  grading  and  labeling, 
the  government  can  usefully  promote  access  to  additional  informa¬ 
tion  about  food  product  attributes,  whether  it  concerns  the  use  of 
additives,  irradiation,  or  other  food  production  processes  that  con¬ 
sumers  may  care  about. 

Research  and  development.  The  U.S.  Government  has  a  long  and 
distinguished  history  of  sustaining  research  that  advances  agricul¬ 
tural  production  capabilities.  Today  agricultural  research  confronts 
new  challenges  as  the  farm  economy  strives  to  sustain  its  high  pro¬ 
ductivity,  meet  a  growing  concern  with  the  environmental  effects  of 
agricultural  practices,  and  find  new  uses  for  farm  products.  Re¬ 
search  and  development  on  bioenergy  is  a  prime  example  of  Fed¬ 
eral  Government  efforts  to  respond  to  these  new  challenges. 

Biomass  from  tree  and  grass  crops  may  become  an  important 
new  fuel  source  for  electricity  generation  in  future  decades.  To  fos- 
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ter  this  emerging  technology,  the  Administration  is  pursuing  a  col¬ 
laborative  interagency  effort  to  promote  research,  development,  and 
demonstration  of  new  bioenergy-generating  technologies  and  feed¬ 
stock  crop  systems.  Studies  using  economic  and  technological  mod¬ 
els  of  biomass  production  have  produced  preliminary  estimates  in¬ 
dicating  that  a  commercially  viable  biomass  industry  could  rep¬ 
resent  a  significant  share  of  new  U.S.  electric  generating  capacity 
within  a  couple  of  decades.  Commercial  viability  is  judged  in  these 
studies  without  incorporating  any  environmental  benefits  of  bio¬ 
mass  generation,  even  though  two  such  potential  benefits  are  fore¬ 
seen.  First,  fuel  crops  are  suitable  for  production  on  highly  erodible 
land,  giving  farmers  a  potentially  profitable  alternative  crop  that 
also  promotes  erosion  control  and  water  quality  improvement.  Sec¬ 
ond,  biomass  power  can  help  to  reduce  net  greenhouse  gas  emis¬ 
sions  to  the  extent  they  supplant  fossil  fuels:  both  types  of  fuel  re¬ 
lease  carbon  dioxide  when  combusted,  but  growing  biomass  crops 
reabsorb  it  from  the  atmosphere — ^fossil  fuels  do  not. 

Bioenergy  crops  could  also  provide  an  important  new  source  of 
agricultural  income  in  future  decades.  Some  forecasts  suggest  that 
as  many  as  50  million  cropland  acres  could,  under  favorable  condi¬ 
tions,  be  devoted  to  feedstock  production.  New  agricultural  activi¬ 
ties  of  this  kind,  together  with  rural  bioenergy  generation,  may 
help  reinvigorate  America’s  rural  economy. 

The  Federal  Grovemment  has  an  important  economic  role  to  play 
in  promoting  biomass  power  generation  for  two  reasons.  First,  pri¬ 
vate  markets  are  likely  to  fail  to  capture  the  promised  environ¬ 
mental  benefits.  Second,  research  and  development  in  this  infant 
technology  is  likely  to  be  a  public  good  that  merits  government  sup¬ 
port,  because  its  benefits  are  difficult  to  appropriate. 

POLICIES  FOR  MORE  EFFICIENT  TRANSPORTATION 

About  12  percent  of  national  income  is  spent  on  transportation 
services,  including  efforts  to  reduce  the  environmental  impacts  of 
transportation.  However,  several  types  of  external  costs  of  motor 
vehicle  usage  are  not  reflected  in  prices.  As  a  result,  excessive  driv¬ 
ing-related  social  harms  are  likely  to  occur. 

For  example,  traffic  congestion  and  wear  on  roads  will  be  exces¬ 
sive  when  individuals’  driving  and  road  use  decisions  do  not  take 
these  costs  fully  into  account.  Similarly,  the  tax  deductibility  of 
businesses’  expenses  for  employee  parking  constitutes  a  subsidy, 
which  artificially  encourages  driving.  'The  environmental  costs  of 
motor  vehicle  fuel  use  are  also  important  extemsilities.  Although 
new-car  tailpipe  emissions  per  mile  traveled  have  decreased  at 
least  76  percent  and  possibly  as  much  as  96  percent  since  the  late 
1960s,  total  travel  has  increased  by  two-thirds,  consumers  have 
shifted  vehicle  purchases  toward  light  trucks  with  lower  fuel  econ- 
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omy  and  higher  emissions,  and  older,  more  polluting  vehicles  re¬ 
main  on  the  road  longer  than  before.  Vehicle  traffic  is  responsible 
for  roughly  40  percent  of  emissions  of  ozone  precursors  and  is  an 
important  source  of  toxic  air  pollutants,  as  well  as  a  source  of  pol¬ 
luting  runoff  into  waterways.  The  transportation  sector  is  also  a 
significant  contributor  to  greenhouse  gas  emissions. 

When  externalities  are  significant,  government  policy  can  pro¬ 
mote  economic  efficiency  by  seeking  to  ensure  that  private  agents 
pay  the  full  costs  of  their  transportation  decisions.  Many  of  these 
costs  are  interrelated  and  therefore  demand  integrated  regulatory 
approaches.  Such  approaches  are  consistent  with  the  Administra¬ 
tion’s  commitment  to  exploring  more  effective  regulation  by  exploit¬ 
ing  synergies  between  achieving  economic  and  environmental  goals. 
For  example,  policies  to  reduce  peak  traffic  congestion,  if  carefully 
designed,  can  also  reduce  some  pollution  problems,  and  conversely, 
policies  that  increase  the  total  cost  of  driving  by  making  drivers 
pay  the  environmental  costs  of  vehicle  usage  also  will  limit  road 
congestion. 

The  challenge  is  to  design  a  menu  of  policies  that  achieves  objec¬ 
tives  set  for  pollution  and  congestion  reduction  at  minimum  cost. 
Needlessly  rigid  emissions  and  fuel  economy  standards  can  raise 
the  cost  of  regulatory  compliance,  by  limiting  flexibility  and  incen¬ 
tives  to  innovate. 

Overly  prescriptive  vehicle  inspection  and  maintenance  programs 
have  been  criticized  as  costly  and  ineffective  at  emission  reduction. 
Finally,  vehicle  environmental  standards  that  are  not  well  inte¬ 
grated  with  approaches  to  emissions  reductions  from  other  sources 
lead  to  economic  waste  when  the  marginal  cost  of  emissions  reduc¬ 
tion  varies  across  sources.  Social  science  research  can  suggest  new 
tools  for  addressing  those  regulatory  problems  (Box  4—4). 

Greater  regulatory  flexibility  and  reliance  on  economic  incentives 
would  provide  opportunities  for  vehicle  users,  memufacturers,  fuel 
suppliers,  and  local  regulators  to  develop  innovative,  cost-effective 
solutions.  This  would  tend  to  alleviate  congestion  and  pollution, 
and  encourage  the  development  of  environmentally  beneficial 
changes  in  technology.  One  step  forward  would  involve  making  cur¬ 
rent  vehicle  emission  standards  more  flexible  by  allowing  auto¬ 
makers  to  trade  vehicle  emission  credits.  Companies  that  can 
cheaply  overcomply  with  average  per  mile  emission  standards 
could  sell  excess  credits  to  those  facing  higher  compliance  costs. 
Such  policies  are  similar  in  spirit  to  tradable  emissions  allowances 
for  sulfur  dioxide  (Box  4-5). 

Economic  efficiency  may  also  be  increased  through  greater  flexi¬ 
bility  in  the  control  of  mobile  and  other  pollution  sources,  although 
more  experimentation  is  needed  to  determine  the  size  of  the  likely 
social  benefits.  For  example,  “cash  for  clunkers”  programs,  which 
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Box  4-4. — Social  Science  Research  and  Environmental  Policy 

Social  science  provides  an  important  link  between  science 
and  technology  investments  and  the  Nation’s  social  concerns, 
including  economic  development,  health*  and  environmental 
quality.  In  particular,  social  and  economic  research  helps  to  de¬ 
velop  knowledge  that  decisionmakers  can  use  in  formulating 
cost-effective,  incentive-based  environmental  policy  instru¬ 
ments. 

The  further  development  of  policies  establishing  tradable 
rights  or  allowances  for  pollutant  emissions  or  the  use  of  natu¬ 
ral  resources  provides  an  example.  Such  policies  have  emerged 
from  over  a  quarter-century  of  social  science  research  and  are 
now  in  active  use  in  the  United  States  and  other  countries  to 
regulate  a  variety  of  activities,  including  local  and  regional  air 
pollution  emissions  and  catches  from  open-access  fisheries. 
Current  support  for  social  science  research  should  allow  the  ex¬ 
pansion  of  similar  trading  systems  to  cover  other  problems 
such  as  vehicle  emissions  and  water  pollution,  generating  im¬ 
portant  resource  savings  for  the  Nation  as  a  whole. 

Beyond  contributing  to  policy  design,  social  science  research 
undergirds  efforts  to  better  understand  the  benefits  to  society 
of  public  resource  preservation  and  environmental  protection. 
This  information  is  important  for  setting  rational  standards  for 
resource  protection.  Important  examples  of  research  issues  now 
under  study  include  tradeoffs  between  environmental  and 
other  risks  and  the  valuation  of  nonmarket  environmental  at¬ 
tributes.  The  techniques  developed  for  environmental  resource 
valuation  and  policy  design  should  find  applications  in  numer¬ 
ous  other  areas,  including  worker  safety,  health,  and  invest¬ 
ment  in  human  capital. 

purchase  and  remove  from  service  older,  high-emissions  vehicles, 
may  be  a  cost-effective  way  of  reducing  emissions  quickly,  and  in¬ 
dustrial  emitters  may  be  willing  to  pay  the  costs  as  an  alternative 
to  tighter  controls  on  their  own  sources.  In  addition,  automobile 
sellers  may  be  able  cost-effectively  to  reduce  total  emissions  in  an 
airshed  by,  for  example,  subsidizing  the  purchase  of  low-emission 
lawn  mowers. 

GLOBAL  CLIMATE  CHANGE 

The  external  costs  of  environmental  pollution  and  degradation 
are  often  local  or  regional  in  nature — this  is  true,  for  example,  of 
the  costs  associated  with  certain  farming  practices,  such  as  pes¬ 
ticide  use,  discussed  earlier  in  this  chapter.  But  scientists  and 
economists  also  recognize  the  possibility  of  environmental 
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Box  4-5. — Clearing  the  Air  on  Emissions  Allowances 

Beginning  January  1,  1995,  110  of  the  Nation’s  dirtiest  coal- 
buming  plants  must  be  in  possession  of  an  “allowance”  for 
every  ton  of  sulfur  dioxide  (SO2)  they  emit.  Each  plant  will  re¬ 
ceive  an  annual  allotment  of  tradable  allowances.  Firms  that 
can  reduce  emissions  at  low  cost,  to  the  point  where  they  emit 
less  than  their  annual  allotment  of  SO2,  can  sell  their  unused 
allowances.  Firms  that  face  high  costs  of  cleanup  can  purchase 
allowances  and  emit  more  tham  their  initial  allotment.  If  firms 
are  allowed  to  buy  and  sell  allowances  freely,  the  overall  clean¬ 
up  objective  will  be  achieved  at  minimum  total  cost,  and  the 
price  of  allowances  will  equal  the  cost  of  reducing  emissions 
through  the  cheapest  alternative  means. 

Trading  in  allowances  thus  far  has  been  thin,  but  most  sales 
in  1994  cleared  at  between  $140  and  $170  per  ton.  Taken  at 
face  value,  this  range  of  prices  suggests  that  the  cost  of  reduc¬ 
ing  SO2  emissions  will  be  much  lower  than  most  analysts  had 
expected  when  the  progi'am  was  being  devised.  The  low  prices 
reflect  the  decline  in  price  for  low-sulfur  coal,  a  decline  that  is 
itself  partly  due  to  the  flexibility  of  the  new  program.  As  a  re¬ 
sult,  fuel  switching  is  now  a  cheaper  means  of  achieving  emis¬ 
sions  targets  than  had  been  expected. 

However,  some  State  utility  commissions  continue  to  favor 
installation  of  scrubbers  over  other  methods  of  cleanup.  This 
reduces  the  demand  for  allowances  and  hence  artificially  de¬ 
presses  their  price.  In  addition,  by  ruling  that  most  or  all  al¬ 
lowance-related  cost  savings  must  be  passed  on  to  customers, 
some  State  commissions  have  weakened  the  incentives  for  util¬ 
ities  to  choose  the  least-cost  method  of  achieving  emissions  re¬ 
ductions.  On  balance,  the  early  results  from  SO2  allowance 
trading  are  encouraging.  But  greater  benefits  should  be  real¬ 
ized  if  State  utility  commissions  avoid  distorting  the  incentives 
for  choosing  the  least  expensive  abatement  strategies. 

externalities  on  a  global  scale.  A  potentially  important  example  is 
the  accumulation  of  greenhouse  gases  in  the  earth’s  atmosphere. 
'This  buildup,  which  derives  from  a  variety  of  human  activities,  in¬ 
cluding  those  that  use  fossil  fuels,  agriculture,  and  deforestation, 
poses  an  uncertain  but  potentially  great  long-term  danger  to  the 
global  biosphere  and  human  well-being.  The  best  scientific  evidence 
indicates  that  the  release  of  carbon  dioxide,  methane,  and  other 
gases  that  trap  heat  in  the  Earth’s  atmosphere  has  already  reached 
levels  well  above  those  of  preindustrial  times.  At  current  rates  of 
growth  in  emissions  worldwide,  the  concentration  of  carbon  dioxide 
in  the  atmosphere  by  the  middle  of  the  next  century  will  be  equiva- 
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lent  to  twice  its  current  atmospheric  concentration.  Because  these 
gases  linger  for  a  long  time  in  the  atmosphere,  the  effects  of  past 
emissions  would  persist  even  with  significant  reductions  in  current 
emissions. 

The  effects  of  greenhouse  gas  accumulation  on  ecosystems  and 
human  well-being  have  received  extensive  international  scrutiny  in 
an  effort  to  develop  a  range  of  agreement  on  the  impacts  eind  to 
identify  the  limits  of  current  knowledge.  A  number  of  analysts  be¬ 
lieve  that  significant  negative  impacts  could  result.  Possible  effects 
include  a  rise  in  sea  levels,  inundating  some  island  nations  as  well 
as  some  inhabited  coastal  areas;  shifts  in  optimal  growing  regions 
for  crops,  due  to  changes  in  temperature  and  moisture  patterns 
that  hamijer  agricultural  productivity  in  some  regions  (even  while 
increasing  it  in  others);  threats  to  humem  health  from  greater  heat 
exposure  and  changes  in  the  incidence  of  disease;  and  threats  to 
“unmanaged”  ecosystems,  with  adverse  effects  on  biodiversity.  The 
possibility  that  the  global  climate  changes  discontinuously — ^that 
significant  effects  do  not  occur  until  g^reenhouse  gases  accumulate 
beyond  a  certain  threshold — must  also  be  considered. 

The  potential  for  harmful  climate  change,  combined  with  uncer¬ 
tainty  about  the  likelihood  and  magnitude  of  adverse  effects,  sug¬ 
gests  the  value  of  taking  action  to  reduce  these  risks  and  their  im¬ 
pacts.  This  action  can  take  a  variety  of  forms,  including  a  slowing 
of  emissions,  investment  in  greater  adaptation  capacity,  and  accu¬ 
mulation  of  additional  knowledge  about  the  threats  and  possible 
technological  responses. 

Climate  change  is  inherently  a  long-term  issue.  The  effects  of 
any  actions  taken  today  will  benefit  the  current  generation’s  chil¬ 
dren  and  grandchildren.  Reducing  greenhouse  gas  emissions  is  also 
inescapably  a  global  problem;  no  country  acting  alone  can,  as  a 
practical  matter,  reduce  the  total  flow  of  emissions,  or  reverse  their 
effects.  To  date,  the  vast  bulk  of  greenhouse  gas  emissions  has 
come  from  activities  in  the  advanced  industrialized  countries.  In 
the  absence  of  significant  technical  change,  however,  economic 
progress  and  increased  energy  use  in  what  are  now  the  lower  and 
middle-income  countries  will  cause  an  enormous  swelling  of  emis¬ 
sions.  Moreover,  the  effects  of  climate  change  and  efforts  to  miti¬ 
gate  them  will  differ  in  different  countries.  For  example,  low-lying 
island  nations  will  be  affected  more  severely  than  the  United 
States.  These  differences  in  vulnerability  and  the  debate  over  the 
apportionment  of  responsibility  for  greenhouse  gas  control  com¬ 
plicate  the  effort  to  achieve  and  implement  international  agree¬ 
ments  to  deal  with  the  problem. 

Despite  these  complications,  the  United  States  and  most  mem¬ 
bers  of  the  world  community  have  signed  the  Framework  Conven¬ 
tion  on  Climate  Change,  which  was  announced  during  the  Earth 
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Summit  in  Rio  de  Janeiro  in  1992.  This  convention  sets  out  a  long¬ 
term  objective  of  limiting  greenhouse  gas  concentrations  and  a 
commitment  to  negotiate  interim  steps  to  attain  that  long-term 
goal.  An  interim  aim  of  the  more  industrialized  countries  of  the 
world  is  to  reduce  their  rates  of  greenhouse  gas  emissions  to  1990 
levels  by  the  year  2000.  Beyond  this  initial  step,  the  Administra¬ 
tion  currently  is  developing  a  decision  framework  to  guide  U.S.  cli¬ 
mate  policy  in  the  21st  century,  and  to  support  the  next  round  of 
international  negotiations  on  climate  measures. 

In  devising  strategies  to  curtail  greenhouse  gas  emissions,  sev¬ 
eral  objectives  are  important. 

Cost-effectiveness.  Cost-effective  greenhouse  gas  control  policies 
must  rely  as  much  as  possible  on  economic  incentives,  to  motivate 
the  responses  of  the  literally  billions  of  people  responsible  for 
greenhouse  gas-emitting  activities. 

Concern  for  the  future.  Cost-effective  p>olicies  also  need  to  provide 
appropriate  insurance  against  the  threat  of  climate  change  to  fu¬ 
ture  generations.  The  concept  of  “sustainability”  may  provide  rel¬ 
evant  insights  (Box  4-6). 

Flexibility.  Because  the  potential  damages  from  climate  change 
are  related  directly  to  the  long-term  accumulation  of  greenhouse 
gases,  and  not  just  to  the  annual  rate  of  emissions,  it  is  important 
to  address  long-term  greenhouse  gas  concentrations  while  provid¬ 
ing  flexibility  in  the  timing  of  emissions  reductions.  Such  flexibility 
would  allow  emitters  and  national  policymakers  to  benefit  from 
new  information  about  climate  change  hazards  and  technologies, 
and  to  adjust  behavior  and  policies  to  differing  near-term  economic 
development  objectives.  Flexibility  also  is  needed  in  the  pursuit  of 
measures  aimed  at  mitigation,  adaptation,  and  technology  develop¬ 
ment. 

Comprehensiveness.  Given  the  global  scope  of  the  issue,  it  will  be¬ 
come  increasingly  important  to  coordinate  national  responses  in 
order  to  avoid  excessively  costly  or  perverse  outcomes.  For  exeunple, 
focusing  only  on  emissions  in  today’s  advanced  industrialized  coun¬ 
tries  would  do  little  to  prevent  the  “leakage”  of  emissions  to  other 
countries  that  are  expanding  their  industrial  bases. 

Compatibility  with  diverse  international  interests.  In  the  short 
run  it  is  unlikely  that  developing  countries  will  make  substantial 
efforts  to  curb  their  greenhouse  gas  emissions  without  technical 
and  financial  assistance  from  the  more  developed  countries,  which 
are  likely  to  take  the  lead  in  developing  low-carbon  energy  and 
other  technologies.  This  observation  suggests  that  there  are  bene¬ 
fits  to  be  had  from  helping  developing  countries  improve  their  ca¬ 
pacity  to  monitor  their  emissions  and  analyze  policy  options;  from 
supporting  measures  in  those  countries  that  will  both  lower  emis¬ 
sions  and  improve  economic  growth;  and  from  assisting  in  develop- 
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ing  a  technological  capacity  in  developing  countries  for  reducing 
emissions  in  the  future. 

To  translate  these  principles  into  practice,  the  Administration 
has  initiated  a  Climate  Change  Action  Plan  to  lower  the  rate  of 
greenhouse  gas  emissions  in  2000  to  1990  levels,  through  largely 
voluntary  measures  that  focus  on  education  and  expanding  the  use 
of  cost-effective  technologies  with  lower  greenhouse  gas  emissions. 
Examples  include  Green  Lights,  an  initiative  to  promote  the  use  of 
energy-efficient  lighting;  Natural  Gas  Star,  promoting  efforts  to  re¬ 
duce  methane  leaks;  and  the  Motor  Challenge,  designed  to  assist 
in  the  promulgation  of  high-efficiency  motor  systems.  However,  the 
difficulty  of  achieving  the  targeted  emissions  reductions  even  with 
this  program  underscores  the  challenge  that  the  climate  change 
issue  presents.  The  Administration  is  considering  other  potentially 
cost-effective  measures  for  slowing  U.S.  emissions  after  2000,  in¬ 
cluding  emissions  reductions  in  the  transportation  sector  and  en¬ 
couraging  greater  use  of  biomass  fuels. 

To  support  international  progress  in  addressing  climate  change, 
the  Federal  Government  has  invested  in  a  “country  studies”  pro¬ 
gram  that  provides  technical  and  financial  support  for  developing 
and  tremsitional  countries  to  understand  better  their  own  green¬ 
house  gas  emissions  sources,  vulnerabilities  to  climate  change,  and 
options  for  cost-effective  mitigation.  Ultimately  over  50  countries 
are  expected  to  develop  joint  programs  with  the  United  States  as 
a  result  of  the  country  studies.  Such  assessments  of  international 
circumstances  provide  a  foundation  for  the  diffusion  of  cost-effec¬ 
tive  emissions  reduction  strategies  to  other  countries,  and  for  the 
“joint  implementation”  pilot  program  initiated  by  the  Administra¬ 
tion.  Joint  implementation  permits  U.S.  emitters  of  greenhouse 
gases  to  achieve  emissions  reduction  goals  by  undertaking  mitiga¬ 
tion  activities  in  and  with  other  countries,  where  the  costs  of  green¬ 
house  gas  control  may  be  much  lower  than  in  the  United  States. 
Joint  implementation  is  thus  an  important  example  of  the  use  of 
flexible,  cost-effective  policies  to  meet  the  divergent  interests  of  the 
world’s  nations. 

ENCOURAGING  ECONOMIC  GROWTH 

As  the  analysis  in  Chapter  3  indicates,  technological  change  is  an 
important  determinant  of  the  economy’s  potential  growth  rate.  Rec¬ 
ognizing  this,  the  Administration  has  worked  to  sup{>ort  techno¬ 
logical  innovation  by  the  private  sector  and  to  improve  the  effec¬ 
tiveness  of  Federal  spending  on  science  and  technology.  This  sec¬ 
tion  provides  an  overview  of  the  Administration’s  science  and  tech¬ 
nology  policy,  focusing  on  efforts  to  facilitate  the  telecommuni- 
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Box  4-6. — ^"Sustainability”  and  Economic  Analysis 

The  concept  of  sustainability,  commonly  invoked  in  debates 
about  environmental,  economic,  and  social  values  and  policies, 
involves  a  number  of  important  economic  issues.  One  of  these 
is  intergenerational  equity.  The  growing  scale  of  human  impact 
on  the  planet’s  ecosystems  creates  concern  about  the  kind  of 
environment  we  will  leave  to  future  generations.  The  economic 
methodology  used  in  policy  evaluation  can  in  principle  incor¬ 
porate  distributional  effects  across  generations.  Doing  so  re¬ 
quires  attention  to  ethical  concerns  in  setting  the  social  dis¬ 
count  rate,  and  to  the  collective  bequest  values  experienced  by 
the  current  generation  in  providing  for  our  descendants. 

A  second  fundamental  concern  involves  the  substitutability  of 
other  forms  of  wealth — physical  capital  and  knowledge — for  the 
services  of  the  natural  environment  that  are  lost  as  natural 
!  systems  are  degraded.  If  substitution  is  relatively  easy,  as 
j  often  assumed  in  economic  analysis,  then  concern  for  the  fu- 
I  ture  largely  reduces  concern  about  the  overall  level  of  savings 
across  generations,  without  regard  to  whether  the  saving  takes 
the  form  of  preserved  ecological  assets  or  other  forms  of 
wealth.  But  if  substitution  possibilities  are  more  limited  when 
human  impacts  are  large,  then  greater  concern  for  natural 
preservation  is  warranted. 

Several  other  economic  ideas  also  are  relevant  to  discussions 
about  sustainability.  The  concept  of  fully  valuing  all  the  con¬ 
sequences  of  pressures  on  the  environment,  including  irrevers¬ 
ible  losses  emd  the  value  of  preserving  options,  is  an  economic 
I  approach  for  setting  priorities  in  the  use  of  scarce  resources  for 
environmental  protection.  'The  concept  of  cost-effectiveness — 
meeting  environmental  and  other  policy  targets  at  minimum 
cost,  typically  by  employing  economic  incentives  and  by  allow¬ 
ing  flexibility  in  the  means  for  attaining  goals — also  is  impor¬ 
tant. 

The  criticisms  of  economic  analysis  in  the  sustainability  de¬ 
bate  point  to  important  directions  for  further  study.  For  in- 
I  stance,  equity  concerns  may  receive  inadequate  consideration 
in  standard  benefit-cost  analyses.  This  omission  is  especially 
important  to  overcome  for  issues  that  have  substantial  dis¬ 
tributional  impacts  over  time.  Similarly,  information  provided 
by  ecologists  about  the  complex  and  interdependent  function¬ 
ing  of  natural  systems  should  be  considered  in  economic  policy 
analyses. 
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cations  revolution,  and  on  efforts  to  restructure  Federal  research 
and  development  programs. 

TELECOMMUNICATIONS 

The  telecommunications  industry  plays  a  crucial  role  in  our  econ¬ 
omy,  Like  the  railroad  and  highway  infrastructures  built  by  earlier 
generations,  the  telecommunications  infrastructure  brings  people 
together  and  helps  firms  reach  their  customers  and  suppliers 
quickly  and  cheaply.  As  a  result,  our  lives  are  enriched  and  our 
firms  and  workers  are  more  productive. 

The  vast  opportunities  created  by  recent  advances  in  communica¬ 
tions  and  information  services  will  likely  transform  the  economy 
and  the  way  we  live  and  work.  Innovation  in  this  sector  is  continu¬ 
ing  at  a  rapid  rate.  Within  just  the  past  decade,  the  facsimile  (fax) 
machine  and  the  cellular  telephone  have  ceased  to  be  curiosities 
and  are  now  commonplace.  Television  news  is  now  transmitted  in¬ 
stantaneously  from  the  field  to  the  studio  by  satellite.  Access  to  the 
Internet  computer  network  is  spreading  beyond  the  government 
and  academic  researchers  that  were  its  original  users,  to  involve 
private  individuals,  businesses,  and  other  government  functions  as 
well.  The  number  and  variety  of  cable  television  channels  continue 
to  grow.  More  and  more,  people  work  from  home  or  on  the  road  by 
computer  and  modem,  far  from  their  offices.  The  power  and  sophis¬ 
tication  of  personal  computers  in  homes  and  offices  have  grown  by 
leaps  and  bounds. 

Even  more  important  advances  in  technology  are  on  the  horizon. 
Technical  change  will  permit  private  industry  to  make  new  prod¬ 
ucts  and  services  available.  Two-way,  interactive,  broadband  serv¬ 
ice  will  someday  be  the  norm,  although  it  is  not  yet  clear  whether 
the  emerging  broadband  network  will  be  formed  from  wires,  fiber 
optic  lines,  wireless  technologies,  or  hybrids  thereof.  The  computing 
power  available  to  consumers  of  multimedia  services  provided  by 
the  emerging  information  infrastructure  will  undoubtedly  rise, 
though  it  remains  to  be  seen  whether  that  power  will  be  lodged  in 
a  server  outside  the  house  or  office,  or  within  the  home  or  office 
through  a  personal  computer  or  a  set-top  box  connected  to  a  tele¬ 
vision. 

Legislative  Proposals  and  the  Prospects  for  Growth 

The  Administration  seeks  Federsd  legislation  to  accelerate  the 
progress  of  the  telecommunications  and  information  services  revo¬ 
lution.  The  Vice  President  has  articulated  five  principles  on  which 
legislative  and  administrative  reform  of  telecommunications  policy 
should  be  based:  policy  should  encourage  private  investment  in  the 
national  information  infrastructure,  should  promote  and  protect 
competition,  should  provide  open  access  to  the  infrastructure  for 
consumers  and  service  providers,  should  preserve  and  advance  uni- 


versa!  service  to  avoid  creating  a  society  of  information  “haves”  and 
“have-nots  ”  and  should  ensure  flexibility  so  that  the  newly  adopted 
regulatory  framework  can  keep  pace  with  rapid  technological  and 
market  changes. 

New  Federal  legislation  consistent  with  these  principles  can  be 
expected  to  accelerate  the  development  of  the  national  information 
infrastructure  in  three  ways:  by  reducing  uncertainty  about  the 
course  of  national  and  State  regulation,  by  promoting  competition 
throughout  the  telecommunications  and  information  services  indus¬ 
tries,  and  by  providing  a  mechanism  for  removing  existing  regu¬ 
latory  restrictions  as  the  development  of  competition  makes  them 
unnecessary.  Private  industry  will  thereby  be  encouraged  to  invest 
more  aggressively  in  information  infrastructure  and  to  develop  new 
services  more  rapidly.  The  new  legislation  sought  would  also  re¬ 
duce  the  likelihood  that  regulation  will  distort  the  choice  of  tech¬ 
nology  or  other  investment  decisions.  It  would  allow  beneficial  reg¬ 
ulatory  changes  to  occur  more  quickly,  more  consistently,  and  with 
greater  certainty  than  would  be  achieved  through  market-by-mar- 
ket  regulatory  reforms  in  the  States  and  by  the  Federal  Commu¬ 
nications  Commission  (FCC). 

According  to  a  study  by  the  Council  of  Economic  Advisers,  reform 
of  the  Nation’s  regulatory  framework  could  add  over  $100  billion 
(in  discounted  present  value)  to  GDP  over  the  next  decade  by  en¬ 
couraging  greater  private  investment  to  develop  and  deploy  new 
telecommunications  services,  and  by  spurring  new  entry  and  great¬ 
er  competition  throughout  the  telecommunications  and  information 
sector.  An  acceleration  of  private  investment  and  of  the  pace  at 
which  new  services  become  available  could  increase  GDP  through 
three  transmission  mechanisms. 

First,  each  new  job  in  the  telecommunications  and  information 
sector  should  produce  greater  output  per  hour  worked  than  the  av¬ 
erage  new  job  in  the  economy.  Hence,  when  the  economy  shifts  in¬ 
puts,  especially  workers,  into  this  high-value-added  sector,  national 
wealth  will  increase  even  at  full  employment.  This  process  is  im¬ 
peded  today  because  existing  regulations  restrict  entry  and  other¬ 
wise  create  distortions  that  limit  the  sector’s  output.  Many  of  these 
regulations  have  been  necessary  in  the  past  to  prevent  even  worse 
distortions  resulting  from  the  exercise  of  market  power  by  monopo¬ 
lists.  But  as  developments  in  technology  shrink  the  potential  scope 
of  this  monopoly  power,  and  as  regulatory  reforms  encourage  com¬ 
petition,  the  economy  can  shift  resources  into  this  more  productive 
sector,  and  so  increase  social  wealth.  As  this  happens,  however,  the 
sector’s  marginal  productivity  advantage  over  other  sectors  should 
eventually  diminish. 

Second,  the  new  information  infrastructure  will  boost  productiv¬ 
ity  throughout  the  economy.  Geographiceilly  distant  firms  will  be 
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able  to  behave  more  like  neighbors,  and  new  ways  of  working  will 
produce  changes  in  the  innovation  process,  increasing  the  likeli¬ 
hood  of  future  discoveries.  If  new  legislation  can  accelerate  the  in¬ 
vestments  needed  to  develop  the  national  information  infrastruc¬ 
ture,  so  that  new  services  come  on  line  more  quickly  than  they 
would  have  otherwise,  these  productivity  gains  will  be  realized 
more  quickly. 

Third,  appropriate  legislation  is  likely  to  encourage  industry  to 
invest  in  the  new  technologies  sooner  than  it  otherwise  would. 
Should  the  economy  exhibit  a  tendency  to  operate  at  less  than  full 
employment  at  any  time  during  the  next  decade,  the  resulting 
higher  level  of  overall  domestic  investment  would  tend  to  offset  the 
loss  of  potential  GDP. 

Reinventing  Spectrum  Allocations 

The  FCC  allocates  portions  of  the  electromagnetic  spectrum  for 
each  communications  service — radio  and  television  broadcasting, 
cellular  telephone,  and  so  on — and  issues  licenses  to  would-be  serv¬ 
ice  providers.  For  many  years  the  FCC  selected  for  licenses  those 
applicants  that  it  believed  would  best  serve  the  public  interest.  It 
made  this  determination  by  holding  hearings  to  compare  appli¬ 
cants’  business  plans,  experience,  and  backgrounds.  Because  the 
number  of  competing  licensees  allowed  in  a  given  geographic  mar¬ 
ket  is  limited,  successful  applicants  have  frequently  earned  sub¬ 
stantial  profits. 

Critics  of  the  elaborate  comparative  hearing  process  argue  that 
its  length,  administrative  burden,  and  cost  to  applicants  outweigh 
any  benefit  to  the  public.  The  reason  for  choosing  the  one  winning 
candidate  over  the  many  losers,  all  of  which  may  be  basically  quali¬ 
fied,  is  often  obscure.  Often  the  successful  applicant  earns  profits 
not  shared  by  the  public,  thus  appropriating  much  of  the  value  of 
the  public  resource. 

About  a  decade  ago,  the  Congress  authorized  the  FCC  to  use  lot¬ 
teries  to  choose  among  competing  applicants  in  licensing  some  serv¬ 
ices.  Lotteries  took  much  less  time  than  comparative  hearings. 
They  were  criticized,  however,  because  often  the  lucky  winner,  hav¬ 
ing  paid  the  government  nothing  for  the  license,  would  turn  around 
and  sell  it  for  a  high  price.  This  process  merely  delayed  getting  li¬ 
censes  into  the  hands  of  the  firms  that  would  eventually  build  the 
communications  facilities  and  operate  the  services.  And,  like  the 
comparative  hearings,  the  lotteries  failed  to  compensate  the  public 
for  the  private  use  of  the  resource.  To  address  these  problems,  the 
spectrum  allocation  process  is  being  reinvented  to  substitute  public 
auctions  for  lotteries  in  some  cases. 

Economists  have  long  recognized  the  advantages  of  auctioning 
spectrum  licenses.  An  auction  puts  the  license  directly  in  the  hands 
of  the  applicant  who  values  it  most,  and  is  thus  likely  to  provide 
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the  most  aggregate  value  to  the  public.  An  auction  also  allows  the 
public  to  share  in  the  financial  benefits  that  accrue  from  the  use 
of  the  resource.  Auctions  are  compatible  with  the  pursuit  of  other 
societal  goals:  applicants  can  continue  to  be  screened  for  basic 
qualiHcations,  and  license  uses  can  be  regulated  as  necessary  to 
protect  the  public  interest.  Even  with  these  restrictions,  using  auc¬ 
tions  to  license  spectrum  is  more  efficient  and  less  costly  than  lot¬ 
teries  and  comparative  hearings. 

In  1993  the  Congress  authorized  the  FCC  to  invite  competitive 
bids  for  initial  licenses  for  spectrum  dedicated  to  commercial  sub¬ 
scription  uses.  The  first  auctions,  for  spectrum  devoted  primarily  to 
advanced  and  two-way  paging,  took  place  in  1994  and  3rielded  sub¬ 
stantially  more  revenue  to  the  government  than  some  industry 
forecasters  had  predicted.  Auctions  for  spectrum  devoted  to  per¬ 
sonal  communications  services  (PCS)  are  anticipated  to  generate 
billions  of  dollars  over  the  next  several  years. 

SCIENCE  AND  TECHNOLOGY 

Scientific  discovery  and  technological  innovation  play  central 
roles  in  increasing  productivity  and  economic  growth.  In  the  long 
run,  it  is  the  discovery  of  new  ideas — better  “recipes,”  as  distinct 
from  merely  more  cooking  in  the  traditional  way  with  more  of  the 
same  limited  supply  of  ingredients — ^that  reduces  the  cost  to  society 
of  producing  any  given  amount  of  goods.  Ultimately  these  cost  re¬ 
ductions  will  translate  into  some  combination  of  lower  prices  for 
consumers,  higher  wages  for  workers,  and  higher  profits  for  inves¬ 
tors.  Over  time  these  changes  can  lead  to  significant,  cumulative 
increases  in  living  standards.  Today  the  pace  of  scientific  and  tech¬ 
nological  progress  is  accelerating  in  tandem  with  the  pace  of  the 
product  cycle  in  international  markets.  These  twin  accelerations 
blur  the  lines  and  shrink  the  intervals  that  formerly  separated 
basic  from  applied  research,  fundamental  science  from  engineering 
and  technical  progress,  and  technological  innovations  from  their 
initial  commercial  applications. 

Wherever  they  originate,  in  the  laboratory  or  on  the  factory  floor, 
new  scientific  and  technological  ideas  are  often  expensive  to  dis¬ 
cover,  yet  cheap  to  replicate.  It  still  costs  something  to  draft  the 
blueprint  that  captures  the  new  idea,  and  something  to  make  each 
unit  of  the  product  that  embodies  it,  but  once  created,  the  idea  it¬ 
self  is  easily  and  often  beneficially  copied.  Thus  the  economic  re¬ 
turns  to  one  company’s  investment  in  innovation  can  pass  quickly 
to  others.  Economists  have  estimated  that,  because  of  this  tendency 
of  new  ideas  to  become  rapidly  diffused,  innovators  typically  cap¬ 
ture  less  than  half  the  total  social  returns  to  their  investments  in 
research  and  development  (R&D).  In  short,  the  difficulty  of  estab¬ 
lishing  and  enforcing  property  rights  to  new  ideas  reduces  the  eco- 
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nomic  incentive  for  private  companies  to  invest  in  a  socially  and 
economically  optimal  level  of  R&D.  Bolstering  that  incentive  is 
therefore  an  important  efficiency-enhzincing  function  of  govern¬ 
ment.  Government  can  do  so  through  enhanced  patent  protection — 
while  bearing  in  mind  the  potential  inefficiencies  in  production  and 
innovation  that  can  occur  with  even  temporary  market  i)ower — and 
through  public  support  for  R&D. 

Even  before  this  Administration  came  into  office,  historic 
changes  in  the  global  distribution  of  wealth  and  power  had  sparked 
a  public  reexamination  of  the  nature  and  extent  of  Federal  support 
for  the  Nation’s  science  and  technology  enterprise.  Much  of  this  at¬ 
tention  focused  on  the  implications  for  Federal  R&D  spending  of 
the  end  of  the  cold  war  and  the  growing  technical  competence  of 
foreign-based  firms  in  areas  where  U.S.-based  industry  had  tradi¬ 
tionally  been  the  world  leader.  To  respond  to  these  changes,  this 
Administration  has  reoriented  the  Federal  R&D  effort  from  pri¬ 
marily  defense-related  investments  toward  investments  in  a  broad¬ 
er  set  of  national  goals,  including  health,  prosperity,  environmental 
responsibility,  and  improved  quality  of  life,  in  addition  to  national 
security.  Although  the  United  States  is  still  in  the  midst  of  a  major 
transition  in  the  way  both  the  public  and  the  private  sector  man¬ 
age  the  development  and  commercialization  of  science  and  tech¬ 
nology,  recent  changes  are  beginning  to  show  positive  results. 

Trends  in  National  R&D 

Together  industry,  government,  and  universities  in  the  United 
States  have  typicedly  spent  more  money  on  R&D  activities  than 
their  counterparts  in  any  other  country — an  estimated  $176  billion 
in  1994,  or  2.6  percent  of  GDP.  Indeed,  in  1992,  the  most  recent 
year  for  which  comparative  data  are  available,  the  United  States 
spent  28  percent  more  on  R&D  than  did  Japan,  Germany,  and 
France  combined.  However,  these  countries  collectively  spent  near¬ 
ly  as  much  as  the  United  States  on  nondefense  R&D.  As  a  percent¬ 
age  of  GDP,  U.S.  spending  for  civilian  R&D  stood  at  2.1  percent  in 
1992,  compared  with  2.4  percent  in  Germany  and  2.8  percent  in 
Japan. 

Long-term  real  growth  in  U.S.  R&D  has  also  been  slow:  just  0.9 
percent  per  year  on  average  between  1985  and  1993,  compeired 
with  5.3  percent  per  year  between  1975  and  1985.  This  slowdown 
of  total  R&D  growth  has  been  paralleled  by  slower  growth  in  pri¬ 
vate  R&D.  In  1994  R&D  spending  by  U.S.  industry  decreased  by 
0.5  percent  in  real  terms;  this  followed  an  average  annual  real 
growth  rate  of  only  1.2  percent  between  1986  and  1993,  compared 
with  a  robust  real  annued  growth  rate  of  6.7  percent  between  1976 
and  1985. 

Some  of  the  slowdown  in  R&D  spending  may  reflect  the  recent 
recession.  The  slowdown  may  also  reflect  recent  corporate  cost-cut- 
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ting  drives  that  have  shifted  R&D  spending  toward  in-house  devel¬ 
opment  of  technologies  closer  to  commercieilization  and  that  have 
prompted  collaborative  research,  which  is  less  costly  to  individual 
firms.  (More  than  350  multifirm  collaborative  research  ventures, 
among  them  many  R&D  consortia,  have  been  created  in  the  United 
States  since  1985,  as  well  as  more  than  1,000  university-industry 
research  centers,  72  percent  of  which  were  established  with  State 
or  Federal  support.)  Finally,  the  slowdown  in  R&D  spending  re¬ 
flects  the  end  of  the  cold  war.  R&D  spending  by  industry  is  highly 
concentrated  in  the  United  States — eight  industries  account  for 
more  than  80  percent  of  the  total — and  the  top  two,  aircraft  and 
communications  equipment,  are  closely  related  to  defense. 

The  deceleration  of  growth  in  spending  for  R&D  has  been  accom¬ 
panied  by  a  shift  in  the  sources  of  R&D  funds  and  a  shift  in  where 
the  R&D  is  actually  performed.  Nongovernmental  sources  of  fund¬ 
ing  have  become  increasingly  important.  Universities’  share  of 
R&D  performance  rose  to  12  percent  by  1993  from  just  9  percent 
in  1985.  Although  Federal  spending  on  all  university  research  has 
risen,  the  share  of  university  research  funding  that  comes  from  the 
government  has  declined  and  recent  financial  problems  of  some 
universities  may  jeopardize  their  direct  expenditures  on  research. 
Meanwhile  industrial  support  for  academic  research  has  grown 
dramatically,  from  3.9  percent  of  the  total  in  1980  to  7.3  percent 
in  1993.  Industrial  firms  are  still  responsible  for  performing  most 
of  the  Nation’s  R&D — $125  billion  worth,  or  71  percent  in  1994 — 
but  even  if  their  increased  support  for  academic  research  is  in¬ 
cluded,  their  share  of  the  total  national  R&D  effort  has  fallen  since 
1985. 

Recent  trends  in  U.S.  R&D  investment  leave  some  analysts  con¬ 
cerned  that  the  Nation  is  spending  too  little  on  the  basic  research 
that  will  drive  tomorrow’s  revolutionary  breakthroughs.  This  con¬ 
cern  is  supported  by  empirical  evidence  that  suggests  there  are 
large  unexploited  economic  gains  to  be  realized  from  raising  our  so¬ 
ciety’s  level  of  scientific  activity  and  technological  research  and  de¬ 
velopment;  in  the  past,  the  social  rate  of  return  on  such  invest¬ 
ments  has  been  high.  As  a  central  component  and  stimulus  of  U.S. 
innovation.  Federal  R&D  investment  can  lead  technological  innova¬ 
tion  nationwide  and  affect  the  Nation’s  military  posture,  a  variety 
of  important  social  objectives,  and  the  competitive  performance  of 
U.S.-based  firms  in  domestic  and  foreign  markets. 

Confronting  the  Cold  War  Legacy 

This  Administration  has  realigned  Federal  spending  for  R&D  so 
that  it  more  equally  balances  civilian  and  military  priorities.  The 
purpose  of  this  shift  is  not  only  to  strengthen  civilian  industry,  but 
also  to  promote  the  cost-effective  development  of  new  technologies 
for  national  defense  and  stimulate  the  creation  of  an  integrated  ci- 
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vilian-military  industrial  base.  The  Administration  is  also 
reorienting  the  Federal  Government’s  R&D  portfolio  toward  the 
achievement  of  important  social  objectives  that  would  otherwise  be 
inadequately  addressed.  These  include  the  development  of  cleaner 
and  more  efficient  transportation  systems,  more  rapid  and  wide¬ 
spread  diffusion  of  technological  and  managerial  innovations  to 
small  and  medium-sized  manufacturers,  environmental  remedi¬ 
ation,  and  pollution  prevention. 

The  Administration’s  R&D  strategy  relies  on  a  combination  of 
grant  programs  in  which  industry  and  government  share  the  costs; 
national  initiatives  in  areas  such  as  manufacturing,  transportation, 
high-speed  computing  and  telecommunications,  and  environmental 
technology;  defense  reinvestment  efforts;  and  enhanced  technology- 
treinsfer  mechanisms  (for  example,  the  increased  use  of  cooperative 
research  and  development  agreements,  or  CRADAs,  which  ease  pri¬ 
vate  companies’  access  to  the  scientific  and  technological  resources 
in  U.S.  Government  laboratories).  These  programs  require  Federal 
agencies  to  work  more  closely  with  commercial  industry  to 
strengthen  the  technological  underpinnings  of  the  entire  economy. 

Reflecting  cold  war  concerns,  national  security  long  commanded 
the  largest  share  of  Federal  R&D  funds.  Spending  priorities  shifted 
even  further — dramatically  so— toward  defense  programs  in  the 
1980s.  The  defense  share  of  Federal  R&D  spending  reached  its 
most  recent  peak  in  1987,  when  it  accounted  for  69  percent  of  the 
total.  The  defense  share  declined  from  59  percent  to  56  percent  be¬ 
tween  1992  and  1994,  indicating  progress  toward  the  Administra¬ 
tion’s  goal  of  restoring  a  50-50  split  by  1998. 

The  national  security  focus  of  U.S.  R&D  sp>ending  during  the  cold 
WEir  has  also  affected  the  agenda  for  government  support  of  much 
industrial  and  university-based  science.  During  the  late  1980s,  for 
example,  the  Defense  Department  provided  32  percent  of  all  funds 
for  academic  engineering  research.  While  Federal  funds  account  for 
just  one-fourth  of  the  money  private  industry  spends  to  support 
R&D,  76  percent  of  that  Federal  support  goes  to  aerospace  and 
communications  equipment  firms,  primarily  for  development  of 
weapons  and  related  systems  of  military  application.  The  cold  war 
emphasis  on  defense  also  affected  the  structure  and  objectives  of 
the  Nation’s  Federal  laboratory  system. 

In  an  era  of  increasing  budget  pressure — an  era,  too,  in  which 
commercial  technology  development  defines  the  leading  edge  in  key 
strategic  areas — ^the  maintenance  of  a  defense  industrial  base  sepa¬ 
rate  from  commercially  oriented  industry  is  in  many  areas  eco¬ 
nomically  inefficient.  Recognizing  this,  the  Defense  Department  is 
now  working  more  closely  with  firms  engaged  in  commercial  and 
dual-use  production  than  in  the  past  (dueJ-use  goods  are  those  with 
both  military  and  commercial  uses).  Dual-use  R&D  programs,  in- 
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(TRP),  are  a  different — and  more  economically  efficient — way  of 
carrying  out  the  Defense  Department’s  traditional  R&D  activities. 
The  TRP  has  played  a  role  in  facilitating  new  partnerships  between 
defense  and  commercial  industry.  Combined  with  the  procurement 
reforms  discussed  earlier,  the  program  is  expected  to  make  the  De¬ 
fense  Department  a  more  attractive  customer  for  civilian  produc¬ 
ers.  It  is  also  exposing  traditional  defense  contractors  to  innovative 
management  and  production  techniques  that  can  lower  their  costs 
and  encourage  more  rapid  technology  transfer  from  the  commercial 
sector. 

Other  important  examples  of  Defense  Department  dual-use  R&D 
initiatives  include  the  development  of  flat  panel  display  technology 
(Box  4-7)  and  microwave  and  millimeter  wave  monolithic  inte¬ 
grated  circuit  technology  (MIMIC).  Commercial  applications  for 
MIMIC  devices  include  their  use  in  collision  avoidance  systems  for 
automobiles,  satellite  communications,  and  portable  telephones. 
The  development  of  dual-use  components  that  can  be  built  on  the 
same  production  line  as  the  military-only  versions  has  resulted  in 
lower  cost  devices  for  the  military  and  new,  commercially  market¬ 
able  products  for  U.S.  firms.  Commercial  technology  cannot  supply 
defense  needs  in  all  instances — tanks  and  nuclear  attack  sub¬ 
marines,  for  example,  require  technology  that  is  defense-unique. 
But  a  great  many  defense  needs  can  be  served  more  efficiently — 
and  less  expensively — by  commercial  firms  and  facilities.  Indeed,  as 
flexible  manufacturing  systems  are  developed  and  more  widely 
adopted,  it  will  be  increasingly  possible  to  produce  in  a  single  plant 
both  low-volume  military  equipment  and  high-volume  commercial 
equipment. 

Private  Innovation  and  Public  Goods 

Beyond  reorienting  the  government’s  own  R&D  portfolio,  this  Ad¬ 
ministration  has  worked  on  many  fronts  to  increase  the  level  of  pri¬ 
vate  innovation — ^by  supporting  public-private  partnerships  for  the 
provision  of  industry-specific  public  goods,  by  supporting  the  exten¬ 
sion  of  the  R&D  tax  credit  (discussed  in  Chapter  3),  and  by  propos¬ 
ing  changes  in  intellectual  property  law  that  will  increase  the  in¬ 
centives  for  efficient  creation  and  use  of  private  inventions. 

Industry-specific  public  goods.  It  has  already  been  noted  that  in¬ 
dividual  firms  typically  have  too  little  incentive  to  invest  in  R&D, 
because  an  innovation  and  its  payoffs  may  pass  quickly  to  other 
firms  and  to  consumers,  who  paid  little  or  nothing  to  create  the  in¬ 
novation  in  the  first  place.  The  constant  creation  and  rapid  diffu¬ 
sion  of  scientific  discovery  and  technological  innovation  are  good  for 
the  economy  as  a  whole,  but  investment  in  innovation  may  not  ap¬ 
pear  to  be  a  prudent  move  for  any  individual  firm. 


Box  4-7. — ^The  National  Flat  Panel  Display  Initiative 

Today’s  computers  display  information  in  one  of  two  ways; 
on  cathode  ray  tubes,  the  bulky  devices  now  used  in  television 
sets  and  most  desktop  computers;  or  on  flat  panel  displays,  the 
thin,  light,  rugged  screens  used  in  laptop  computers.  Flat  panel 
displays  are  already  key  components  in  many  consumer  prod¬ 
ucts;  facsimile  machines,  portable  telephones,  compact  disc 
players,  and  videocassette  recorders,  as  well  as  laptops.  They 
will  also  transform  future  battlefields,  where  they  will  be  used 
to  satisfy  the  huge  demand  for  information  from  myriad  sen¬ 
sors,  providing  real-time  intelligence  to  combatants  in  aircraft, 
ships,  tanks,  and  the  infantiy. 

A  recently  completed  interagency  study  of  flat  panel  displays 
shows  them  to  be  increasingly  important  in  militaiy  applica¬ 
tions.  But  with  95  percent  of  supply  controlled  by  foreign  pro¬ 
ducers,  whose  willingness  to  work  with  the  Defense  Depart¬ 
ment  cannot  be  taken  for  granted,  access  to  the  latest  flat 
panel  display  technologies  for  timely  incorporation  into  defense 
systems  is  not  assured,  llie  Department  of  Defense  requires 
early,  certain,  and  affordable  access  in  order  to  integrate  dis¬ 
plays  into  systems  and  to  work  out  tactics  for  their  use  in  mili¬ 
tary  situations. 

To  answer  these  national  security  concerns,  the  Defense  De¬ 
partment  is  implementing  the  National  Flat  Panel  Display  Ini¬ 
tiative,  a  5-year,  $587  miUion  program  of  support  for  research 
and  development  into  flat  panel  displays,  including  research  on 
their  manufacture.  Part  of  this  precompetitive  R&D  funding  is 
focused  on  ensuring  that  the  research  leads  to  actual  products 
that  will  be  used  in  important  military  applications.  A  portion 
will  go  to  an  innovative  program  in  which  firms  with  a  dem¬ 
onstrated  commitment  to  build  current-generation  displays 
share  with  the  Pentagon  the  burden  of  developing  dual-use 
technology  for  next-generation  products  and  manufacturing 
processes.  Matching  funds  will  be  awarded  in  competitions 
open  to  a  variety  of  fiat  panel  display  technologies. 

A  similar  logic  is  at  work  with  regard  to  investments  in  industry- 
specific  public  goods.  Investments  in  a  particular  technological 
breakthrough  may  create  large  economic  benefits  for  the  industry 
as  a  whole,  from  which  no  single  producer  or  subset  of  producers 
can  be  excluded,  even  though  the  breakthrough  was  financed  and 
achieved  by  others. 

The  Commerce  Department’s  Advanced  Technology  Program 
(ATP)  is  a  policy  experiment  to  test  whether  government-industry 
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partnerships  can  overcome  market  barriers  to  the  provision  of  in¬ 
dustry-specific  public  goods.  Take,  for  example,  the  barriers  that 
have  impeded  some  potentially  lucrative  technical  improvements  in 
the  materials  and  manufacturing  processes  for  printed-wiring 
boards  (PWBs).  PWBs  comprise  the  backbone  and  much  of  the 
nervous  system  of  virtually  every  modem  electronic  product.  Each 
increase  in  the  speed  and  complexity  of  electronic  devices  has  in¬ 
creased  the  density  of  the  PWB’s  lacework  of  copper  lines,  which 
must  be  embroidered  to  tiny  plated  holes.  By  the  early  1990s, 
PWBs  were  beginning  to  reach  the  fundamental  physical  limits  im¬ 
posed  by  both  materials  and  manufacturing  processes.  PWB  mar¬ 
ket  analysts  understood  that  relatively  minor  material  or  process 
improvements  could  result  in  sizable  cost  savings  for  the  entire  in¬ 
dustry,  yet  no  single  company  or  group  of  companies  was  willing 
to  risk  a  large-scale  investment. 

The  ATP  stepped  into  the  breach,  agreeing  to  help  finance  a  5- 
year  research  plan  developed  by  an  industry  consortium,  as  long  as 
the  consortium’s  members  were  themselves  willing  to  put  up  at 
least  half  of  the  money.  The  $28  million  effort  began  in  1991.  A 
study  conducted  in  1993  found  that  after  2  years  the  project  had 
already  saved  the  participants  about  $13.5  million  simply  by  help¬ 
ing  them  to  avoid  redundant  research,  to  share  results  more  rap¬ 
idly,  and  to  access  each  other’s  sp>ecialized  know-how  and  facilities. 

The  ATP  itself  is  only  4  years  old,  and  the  Administration  is  cre¬ 
ating  long-term  and  intermediate  performance  measures  in  order  to 
rigorously  evaluate  its  economic  impact.  This  effort  to  promote  in¬ 
novation  in  the  private  sector  is  itself  am  innovation  in  the  relation¬ 
ship  between  industry  amd  the  government,  one  that  wais  begun 
during  the  previous  Administration. 

Intellectual  property.  Incentives  for  technologicad  innovation  au:« 
affected  by  the  regime  of  intellectuad  property  rights,  including  pat¬ 
ents  amd  cop3rright8.  Absent  well-defined  amd  effectively  enforced 
intellectual  property  rights,  rivals  could  readily  duplicate  new  in¬ 
ventions  or  writings  without  offering  compensation;  this  reduces 
the  innovator’s  likely  profit  amd  mutes  the  incentive  to  develop  amd 
market  his  or  her  creations  in  the  first  place. 

The  economics  of  patent  protection  have  long  been  understood  as 
posing  the  following  policy  tradeoff:  patent  protection  encourages 
innovation,  but  that  sociad  benefit  comes  at  the  cost  of  adlowing 
some  successful  innovators  to  price  the  resulting  products  well 
above  mau-ginal  cost.  In  recognition  of  this  tradeoff,  patent  protec¬ 
tion  is  gramted  for  a  limited  term  of  yearns.  Yet  appropriate  public 
policy  toward  innovation  must  also  recognize  a  second  tradeoff,  in¬ 
volving  the  scope  rather  tham  the  term  of  patents. 

The  scope  or  breadth  of  patents  refers  to  the  extent  to  which  a 
new  innovation  must  differ  from  am  existing  one  in  order  to  avoid 
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infringing  on  the  latter’s  patent  rights.  Under  some  circumstances, 
narrowing  the  scope  of  patent  rights  would  increase  aggregate  in¬ 
novation  rates.  When  an  inventor’s  patent  rights  are  broad  in 
scope,  extending  to  a  relatively  wide  range  of  similar  innovations, 
later  inventors  will  not  be  permitted  to  use  their  own  innovations 
that  fall  within  that  broad  penumbra  of  similarity,  without  the  first 
inventor’s  permission.  Recognizing  that  such  permission  will  fre¬ 
quently  involve  negotiating  a  payment  to  the  first  inventor  (a  nego¬ 
tiation  in  which  the  second  inventor  will  sometimes  have  little  bar¬ 
gaining  leverage),  the  second  inventor  may  be  discouraged  from  ex¬ 
ploring  his  or  her  new  ideas  to  begin  with.  Or,  if  the  second  innova¬ 
tion  is  produced  but  the  first  and  second  innovators  dispute  its 
value,  and  in  consequence  are  unable  to  reach  a  bargain,  the  sec¬ 
ond  innovation  may  not  be  used  until  the  patent  expires.  Giving 
broad  scope  to  patent  rights  may  thus  discourage  potential 
innovators  from  undertaking  R&D  effort  in  areas  likely  to  produce 
follow-on  inventions.  Yet  in  other  cases,  narrowing  the  scope  of  in¬ 
tellectual  property  rights  would  reduce  aggregate  innovation  rates 
by  lowering  the  value  of  initial  innovations,  thus  reducing  the  in¬ 
centive  for  initial  innovation. 

In  part  to  promote  innovation,  the  U.S.  Patent  and  'Trademark 
Office  has  proposed  legislation  to  permit  greater  third-party  par¬ 
ticipation  in  patent  reexamination  proceedings.  Under  this  pro¬ 
posal,  industry  experts  and  rivals  would  have  a  greater  opportunity 
to  present  information  about  novelty  or  obviousness  to  the  patent 
examiner  after  a  patent  is  issued.  In  addition,  the  Department  of 
Justice  has  drafted  proposed  new  antitrust  guidelines  for  the  li¬ 
censing  and  acquisition  of  intellectual  property.  By  clarifying  the 
conditions  under  which  trade  restreiints  involving  intellectual  prop¬ 
erty,  like  those  involving  other  forms  of  property,  can  harm  com¬ 
petition  and  run  afoul  of  the  antitrust  laws,  the  Justice  Depart¬ 
ment  seeks  to  explain  how  antitrust  law  and  intellectual  property 
protections  can  be  harmonized  to  encourage  innovation  and  effi¬ 
ciency,  and  so  benefit  consumers. 

CONCLUSION 

Adam  Smith  published  The  Wealth  of  Nations  in  1776,  the  same 
year  Thomas  Jefferson  wrote  the  Declaration  of  Independence. 
Since  that  time  the  United  States  has  become  a  vastly  larger  and 
more  prosperous  Nation.  One  reason  is  that,  throughout  our  his¬ 
tory,  government  has  worked  in  partnership  with  the  private  sector 
to  promote  competition,  discourage  externalities,  and  provide  public 
goods.  'The  policy  challenges  that  face  us  vary  from  generation  to 
generation,  and  government  institutions  appropriate  for  addressing 
one  era’s  problems  must  be  reinvented  for  the  next.  But  in  every 
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era,  the  role  of  government  in  helping  remedy  market  failures  re¬ 
mains  central  for  enhancing  the  Nation’s  well-being. 
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CHAPTER  5 


Improving  Skills  and  Incomes 

BETWEEN  1973  AND  1994  the  U.S.  economy  created  37  million 
additional  jobs.  This  growth  in  employment  absorbed  an  unprece¬ 
dented  number  of  new  entrants,  including  millions  of  baby-boomers 
and  women,  into  the  work  force  and  surpassed  the  record  of  the 
other  large  industrial  nations.  During  this  same  period,  however, 
slow  productivity  growth  in  the  United  States  was  reflected  in  slow 
growth  in  average  real  compensation.  Indeed,  real  compensation 
per  employed  person  increased  more  slowly  in  the  United  States 
than  in  the  other  large  industrial  countries  (Chart  5-1).  Even 
worse,  income  growth  stagnated  in  the  middle  of  the  income  dis¬ 
tribution  and  declined  sharply  for  those  at  the  low  end,  causing  in¬ 
security  and  falling  living  standards  for  many  Americans.  The 
large  declines  in  the  real  wages  of  less  educated  and  lower  paid 
workers  were  associated  with  increased  inequality  in  family  in¬ 
comes  and  with  growing  rates  of  poverty  among  working  families. 
For  a  growing  number  of  workers  without  college  degrees  or  signifi¬ 
cant  on-the-job  training,  the  American  dream  faded. 

This  chapter  examines  the  factors  that  underlie  the  disappoint¬ 
ing  growth  in  the  incomes  of  most  American  workers  over  the  past 
20  years  and  describes  this  Administration’s  policy  responses. 

The  sluggish  growth  of  incomes  is  due  to  dramatic  changes  in 
technology  and  in  global  competition  that  have  affected  industri¬ 
alized  economies  around  the  world,  reducing  the  relative  demand 
for  workers  with  less  education  and  training.  Industrialized  nations 
have  differed  in  their  response  to  these  common  changes.  Since 
1973,  the  U.S.  economy  has  created  more  jobs  than  all  of  the  Euro¬ 
pean  Community.  But  at  the  same  time  the  other  industrialized 
economies  have  experienced  more  rapid  growth  in  wages  and  pro¬ 
ductivity  and  slower  growth  in  inequality. 

Although  these  differing  patterns  appear  to  suggest  a  trade-off 
between  rapid  job  growth  and  high  wage  and  productivity  growth, 
this  Administration  believes  that  such  a  trade-off  is  not  inevitable. 
To  sustain  rapid  job  growth  while  increasing  growth  in  wages  and 
productivity,  the  Administration  has  undertaken  an  ambitious 
agenda  of  lifelong  learning  to  help  American  workers  respond  to 
the  chedlenges  and  grasp  the  opportunities  afforded  by  the  new  eco¬ 
nomic  realities. 
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Chart  5-1  Growth  in  Real  Compensation  per  Person  Employed 

Real  compensation  has  grown  more  slowly  in  the  United  States  than  in  the  other 

major  industrialized  countries. 

Average  annual  percent  change 
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I  1965-73  ^  1973-93 
Note:  Data  for  Canada  begin  with  1966. 

Source;  Organization  tor  Economic  Cooperation  and  Development. 

WHAT  HAS  HAPPENED  TO  WAGES  AND  INCOMES 

Compared  with  the  preceding  decades,  family  incomes  over  the 
last  20  years  have  either  grown  more  slowly  or  actually  declined 
at  all  income  levels.  This  discouraging  picture  emerges  no  matter 
what  statistical  measure  of  compensation  or  inflation  one  chooses 
(Box  5-1). 

SLOW  GROWTH  IN  PRODUCTIVITY  AND  AVERAGE 
WAGES 

Growth  in  average  real  compensation  declined  from  3.0  percent 
a  year  between  1948  and  1973  to  0.7  percent  a  year  between  1973 
and  1993.  This  decline  parallels  a  similar  drop  in  worker  productiv¬ 
ity  growth,  from  2.5  percent  per  year  to  only  0.9  percent.  If  real 
compensation  had  continued  to  grow  at  the  same  rate  after  1973 
as  it  had  in  the  previous  25  years,  the  average  compensation  of  a 
full-time  worker  in  the  United  States  in  1993  would  have  been 
$62,400  instead  of  $40,000. 

The  slowdown  in  wage  growth  can  be  seen  within  the  span  of  a 
single  individual’s  career.  Sixty-two  percent  of  men  aged  22  to  26 
in  1967  enjoyed  earnings  growth  of  over  40  percent  by  1979;  only 
9  percent  suffered  earnings  declines.  In  contrast,  only  42  percent 
of  young  men  in  the  1980s  enjoyed  wage  gains  over  40  percent. 


while  the  proportion  of  those  with  wage  declines  tripled  to  26  per¬ 
cent. 


Box  5>1. — ^Measuring  Trends  in  Pay  and  Inequality 

Measures  of  changes  in  real  pay  differ  across  a  number  of  di¬ 
mensions:  how  inflation  is  a4}usted  for;  whether  pay  is  meas¬ 
ured  as  wages  per  hour  or  earnings  per  year;  whetiier  it  is  lim¬ 
ited  to  cash  wages  or  includes  benefits  (the  latter  is  referred 
to  as  total  compensation);  and  whether  the  mean  or  the  me¬ 
dian  is  chosen  as  the  measure  of  central  tendency.  All  standard 
measures  of  pay  show  both  a  slowing  of  overall  growth  and  a 
concentration  of  the  bad  news  among  those  with  less  than  a 
college  degree;  nevertheless,  different  measures  show  some¬ 
what  different  patterns  over  the  last  few  decades  (Chart  5-2). 

Mean  and  median  wages  differ.  The  mean  is  the  average  of 
all  wages  earned,  whereas  the  median  is  the  wage  of  the  work¬ 
er  who  falls  precisely  at  the  middle  of  the  distribution,  with 
half  of  all  workers  earning  more  and  half  less.  Because  wages 
at  the  high  end  of  the  distribution  have  risen  much  more  rap¬ 
idly  since  1973  than  those  in  the  middle,  the  mean  wage  has 
risen  more  rapidly  than  the  median. 

Wages  differ  from  total  compensation.  Total  compensation  in¬ 
cludes  such  benefits  as  health  insurance  and  employers'  con¬ 
tributions  to  pensions  in  addition  to  wages.  Expenditures  on 
thc^e  benefits,  led  by  rising  prices  for  health  care,  have  grown 
rapidly  since  1973.  Thus,  hourly  compensation  continues  to 
grow  more  rapidly  than  wages,  although  both  have  slowed  in 
the  last  2  decades. 

Hourly  wages  differ  from  annual  earnings  because  the  num¬ 
ber  of  hours  worked  per  year  is  not  constant.  'The  trend  in 
overall  hours  is  not  clear,  with  employers,  but  not  employees, 
reporting  declining  hours.  This  divergence  may  be  due  to  an  in¬ 
crease  in  unpaid  overtime  or  work  at  home,  but  it  remains  an 
area  of  active  research. 

The  method  of  adjusting  for  inflation  makes  a  difference.  As 
noted  in  Chapter  2,  it  is  possible  that  actual  increases  in  work¬ 
ers’  cost  of  living  have  been  smaller  than  trends  in  the 
consumer  price  index  (CPI)  would  suggest.  Consequently, 
standard  measures  that  rely  on  the  CPI  may  understate  the 
growth  in  real  pay.  But  the  basic  finding  of  slower  wage 
growth  since  1973  holds  for  all  standard  measures  of  inflation 
(although  all  suffer  from  possible  mismeasurement  of  quality 
changes).  In  any  case,  the  finding  that  wage  dispersion  has 
grown  holds  regardless  of  how  inflation  is  measured. 
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Chart  5-2  Growth  in  Various  Measures  of  Reai  Pay 

Most  measures  of  wages  and  earnings  show  a  flattening  of  growth  after  1973. 


Index,  1963-100 


SLOWDOWN  FOR  MOST,  STAGNATION  FOR  MANY 

What  growth  there  has  been  has  not  been  shared  by  all  Ameri¬ 
cans.  The  median  real  hourly  wage  fell  by  6  percent  from  1973  to 
1993.  The  middle  of  the  income  distribution  was  hurt  more  by  the 
slowdown  than  the  top,  largely  reflecting  a  dramatic  shift  in  the  re¬ 
wards  offered  in  the  labor  market  against  those  without  a  college 
degree  or  a  high  level  of  skill  (Chart  5-3).  For  example,  the  aver¬ 
age  real  wage  of  male  high  school  graduates  fell  20  percent,  from 
$14.02  per  hour  in  1973  (measured  in  1993  dollars)  to  $11.19  per 
hour  in  1993.  The  decline  was  even  steeper  for  male  high  school 
dropouts,  whose  average  wage  fell  27  percent  over  the  same  period, 
from  $11.85  to  $8.64  per  hour.  At  the  same  time,  the  average  hour¬ 
ly  wage  for  males  with  a  college  degree  but  no  further  education 
fell  by  9  percent,  from  $19.41  to  $17.62.  Hourly  wages  of  those  with 
a  college  degree  and  2  or  more  years  of  additional  education  fell  by 
only  2  percent,  from  $22.20  to  $21.71.  Trends  for  women  show  a 
similar  though  less  extreme  widening  in  the  wage  differential  be¬ 
tween  those  who  went  to  college  and  those  who  did  not  (Chart  5- 
4).  Wage  dispersion  also  increased  within  demographic  and  skill 
groups.  The  wages  of  individuals  of  the  same  age,  education,  and 
sex,  working  in  the  same  industry  and  occupation,  were  more  un¬ 
equal  in  the  early  1990s  than  20  years  earlier. 
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Source;  Economic  Policy  Institute. 


Dropouts  Graduates  College  Graduates  2  or  More  Years 

■  1973  ^  1993 

Source:  Economic  Policy  Institute. 
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Another  perspective  on  the  decline  in  real  wages  can  be  seen  by 
examining  trends  at  points  in  the  wage  distribution  other  than  the 
median  (Chart  5-5).  Between  1973  and  1993  real  hourly  wages  of 
full-time  male  workers  at  the  lOth  percentile  (that  is,  those  whose 
wages  are  just  above  those  of  the  lowest-paid  10  percent  of  work¬ 
ers)  declined  16  percent,  while  real  hourly  wages  at  the  median  fell 
12  percent.  Over  the  same  two  decades,  workers  at  the  90th  per¬ 
centile  eked  out  a  wage  gain  of  2  percent.  The  net  effect  is  that  lev¬ 
els  of  wage  inequality  for  men  have  been  greater  in  recent  years 
than  at  any  time  since  1940.  Women  received  wage  increases 
throughout  the  wage  distribution,  but  the  gains  were  concentrated 
at  the  top.  Women  at  the  10th  percentile  earned  6  percent  higher 
wages,  while  those  at  the  90th  percentile  had  gains  of  24  percent 
(Chart  5-6). 

The  decline  in  wages  for  high  school  graduates  was  matched  by 
a  decline  in  benefits  coverage.  For  example,  whereas  the  proportion 
of  the  work  force  with  education  past  college  who  have  company- 
or  union-provided  health  insurance  has  remained  almost  constant 
at  over  75  percent  since  1979,  the  comparable  proportion  of  those 
with  less  education  has  declined  markedly.  In  1992,  only  60  per¬ 
cent  of  high  school  graduates  and  fewer  than  40  percent  of  those 
who  did  not  graduate  from  high  school  had  company-  or  union-pro¬ 
vided  health  insurance. 

As  already  noted,  women  were  an  important  exception  to  the 
broad  pattern  of  wage  declines.  Overall,  the  median  real  hourly 
wage  of  women  who  worked  full  time,  year  round,  rose  by  9  percent 
from  1973  to  1993,  and  rose  as  a  proportion  of  the  median  wage 
for  men  from  63  percent  in  1973  to  78  percent  in  1993.  Much  of 
the  improvement  in  women’s  earnings  relative  to  those  of  men  was 
due  to  the  growing  labor  market  experience  of  working  women.  In 
1975  the  average  working  woman  had  put  in  not  much  more  than 
half  (57  percent)  the  years  of  full-time  work  that  the  average  male 
worker  had;  by  1987  that  figure  had  risen  to  73  percent.  A  second 
important  factor  was  that  women  increasingly  went  to  work  in 
higher  paid  occupations  that  had  previously  been  dominated  by 
males.  Statistics  from  several  traditionally  male  professions  reveal 
the  size  of  the  shift:  from  1970-92  the  proportion  of  female  grad¬ 
uates  from  medical  schools  rose  from  8  percent  to  36  percent;  the 
proi>ortion  graduating  from  law  schools  rose  from  5  percent  to  43 
percent;  and  the  proportion  from  dental  schools  from  less  than  0.1 
percent  to  32  percent. 

FAMILY  INCOMES 

Incomes  have  stagnated  for  many  American  families  as  well  as 
for  individual  workers.  Family  income  as  reported  in  U.S.  statistics 
differs  from  annual  earnings  per  worker  both  because  there  can  be 
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Chart  5-6  Real  Hourly  Wages  for  Women  by  Wage  Percentile 

Women  at  all  wage  levels  received  inaeases  in  pay,  but  those  at  the  top  gained  the  most. 
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more  (or  fewer)  than  one  wage  earner  in  a  family  and  because  fam¬ 
ily  income  includes  nonwage  income  such  as  interest,  dividends, 
profits,  and  government  transfer  pa3nments. 

The  median  family  income  in  the  United  States  grew  a  meager 
0.2  percent  in  the  entire  20  years  between  1973  and  1993 — al¬ 
though  hardly  impressive,  this  performance  at  least  was  better 
than  the  outright  decline  in  median  hourly  wages.  In  addition, 
there  was  a  significant  widening  in  the  family  income  distribution. 
Average  incomes  rose  25  percent  for  those  families  in  the  upper 
fifth  of  the  distribution,  but  fell  by  15  percent  among  the  poorest 
fifth  of  families  (Chart  5-7).  An  important  reason  why  median  fam¬ 
ily  incomes  rose  slightly  while  the  median  wage  was  declining  is 
that  married  women  now  work  more  hours  for  pay.  Between  1973 
and  1992  the  proportion  of  married  couple  families  in  which  the 
wife  worked  for  pay  grew  from  42  percent  to  59  percent  and  those 
wives  who  worked  for  pay  worked  more  hours. 

Chart  5-7  Average  Family  Income  by  Quintile 
Incomes  have  fallen  for  the  poorest  forty  percent  of  families. 
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Source;  Deparlinent  ol  Commerce. 

RISING  POVERTY 

From  1960  to  1973  the  Nation’s  overall  poverty  rate  fell  from  22 
percent  to  11  percent;  it  then  rose  to  15  percent  by  1993.  Poverty 
rates  for  children  have  been  even  higher:  27  percent  in  1960,  14 
percent  in  1973,  and  23  percent  in  1993.  The  observed  rise  in  pov¬ 
erty  remains  even  after  taxes  and  transfers  are  accounted  for:  pov- 
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erty  rates  by  this  measure  rose  from  9  percent  in  1979  to  12  per¬ 
cent  in  1993  (comparable  figures  are  not  available  prior  to  1979). 
The  increase  in  poverty  has  occurred  in  spite  of  slow  growth  in  av¬ 
erage  income  over  the  last  20  years. 

A  large  portion  of  the  rise  in  poverty  is  due  both  to  the  increase 
in  wage  inequality  discussed  above  and  to  a  rise  in  the  proportion 
of  female-headed  households.  The  proportion  of  children  under  18 
who  live  with  one  parent  has  nearly  tripled,  from  9  percent  in  1960 
to  almost  27  percent  in  1992.  More  them  half  of  the  children  bom 
in  America  today  will  spend  time  living  in  a  single-parent  home, 
either  because  of  divorce  or  because  the  parents  were  never  mar¬ 
ried.  Because  the  poverty  rate  in  female-headed  families  with  chil¬ 
dren  is  higher,  at  46  percent,  than  in  other  families,  increases  in 
the  proportion  of  families  headed  by  a  single  parent  increase  the 
poverty  rate. 

Many  explanations  for  the  increase  in  single  parenthood  have 
been  proposed,  ranging  from  the  rise  in  women’s  labor  force  partici¬ 
pation  (which  has  increased  women’s  ability  to  live  without  a  hus¬ 
band),  to  the  falling  wages  and  employment  of  the  men  they  might 
marry,  to  cultural  changes  reducing  the  stigma  of  divorce  and 
unwed  motherhood. 

Some  have  blamed  the  rise  in  female-headed  households  on  the 
welfare  system.  Although  the  current  system  has  a  number  of  prob¬ 
lems  (discussed  in  Chapter  1),  careful  studies  have  concluded  that 
it  has  not  played  a  major  role  in  the  increase  in  female-headed 
households.  Nationwide,  average  benefits  under  the  aid  to  families 
with  dependent  children  (AFDC)  and  food  stamp  programs  rose 
from  1964  to  1972,  and  during  those  years  single-parenthood  rates 
did  rise;  however,  those  rates  continued  to  rise  over  the  next  14 
years  even  as  the  level  of  benefits  fell  by  20  percent  in  infiation- 
a^justed  terms.  In  addition.  States  with  more  generous  AFDC  ben¬ 
efits  do  not  have  a  higher  proportion  of  children  in  single-parent 
households.  Although  welfare  has  not  caused  most  of  the  changes 
in  family  structure,  the  welfare  system  does  have  aspects  that  dis¬ 
courage  marriage — elements  of  the  Administration’s  welfare  reform 
proposal,  discussed  in  Chapter  1,  address  these  problems. 

THE  DECLINING  FORTUNES  OF  BLACK  AMERICANS 

Black  workers  have  been  particularly  harmed  by  recent  earnings 
trends.  After  a  decade  of  progress  following  the  Civil  Rights  Act  of 
1964,  the  trend  in  the  relative  earnings  of  blacks  to  whites  re¬ 
versed.  In  the  early  1960s,  the  wage  gap  between  black  and  white 
men  of  similar  age  and  with  similar  education  was  over  20  percent. 
This  gap  closed  to  less  than  10  percent  in  the  mid-1970s,  but  a  sig¬ 
nificant  proportion  of  this  gain  has  since  eroded.  In  addition,  the 
employment-to-population  ratio  for  black  men  over  20  years  old  has 
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declined,  from  about  6  percentage  points  less  than  the  rate  for 
whites  to  about  9  percentage  points,  over  the  last  20  years.  The 
drop  in  employment  is  due  to  a  decline  in  black  labor  force  partici¬ 
pation  as  well  as  increases  in  black  unemployment.  In  some  inner- 
city  neighborhoods  as  few  as  40  percent  of  black  men  are  em¬ 
ployed — that  is  less  than  three-fifths  the  male  employment  rate  for 
the  Nation  as  a  whole. 

In  contrast  to  the  decline  in  relative  earnings,  years  of  school 
completed  and  test  scores  among  blacks  have  risen  relative  to 
whites.  The  difference  in  high  school  dropout  rates  between  blacks 
and  whites  has  narrowed  sharply.  From  1973  to  1992,  dropout 
rates  for  blacks  fell  from  12.3  percentage  points  more  than  for 
whites  to  only  4.1  percentage  points  more.  Black  educational  at¬ 
tainment  (as  measured  by  the  National  Assessment  for  Educational 
Progress)  generally  increased  significantly  from  1978  to  1992,  while 
white  test  scores  rose  only  slightly.  But  in  many  inner-city  districts 
the  dropout  rate  remains  above  50  percent,  and  Hispanic  dropout 
rates  remain  very  high. 

Inner  cities  have  experienced  poor  job  opportunities,  more  con¬ 
centrated  poverty,  and  low-quality  schools.  At  the  same  time  a  ma¬ 
jority  of  young  black  male  high  school  dropouts  have  turned  to  ille¬ 
gal  activities  for  income.  Surveys  indicate  that  young  black  men 
are  more  likely  now  than  a  decade  ago  to  perceive  greater  rewards 
from  crime  than  from  regular  employment.  Young  i>ersons’  partici¬ 
pation  in  crime  has  adverse  effects  on  their  likelihood  of  future  em- 
plo3rment,  especially  if  their  activities  lead  to  incarceration.  These 
problems  feed  on  each  other:  a  child’s  chances  of  attending  a  low- 
quality  school,  becoming  a  teen  parent,  dropping  out  of  school,  liv¬ 
ing  with  only  one  parent,  and  having  parents  who  do  not  work  for 
pay  are  all  associated  with  living  in  a  poor  neighborhood. 

Racial  and  ethnic  discrimination  remains  a  significant  barrier  for 
minorities  in  the  job  market.  Direct  measures  of  discrimination  in 
employment  are  available  from  experiments  in  which  simileirly 
qualified  white  and  black  candidates,  or  Anglo  and  Hispanic  can¬ 
didates,  applied  for  the  same  job.  In  one  such  experiment,  white 
applicants  were  found  to  be  24  percent  more  likely  to  receive  sig¬ 
nificantly  better  treatment  than  black  applicants,  and  Anglo  appli¬ 
cants  were  22  percent  more  likely  to  receive  significantly  better 
treatment  than  Hispanic  applicants.  In  addition,  among  applicants 
who  reached  the  interview  stage,  whites  were  over  four  times  more 
likely  to  be  offered  a  job  than  were  blacks  with  similar  qualifica¬ 
tions. 

(jrovemment  antidiscrimination  efforts  became  less  aggressive  in 
the  1980s,  and  this  may  account  for  some  of  the  persistence  of  dis¬ 
crimination.  An  analysis  of  data  collected  by  the  Office  of  Federal 
Contract  Compliance  Programs  (OFCCP)  shows  that  enforcement 


180 


of  affirmative  action  rules  between  1974  and  1980  improved  the  job 
opportunities  of  black  men  and  women  as  well  as  white  women 
with  Federal  contractors.  In  the  1980-84  period  the  activities  of  the 
OFCCP  were  not  as  spirited  as  previously,  and  coverage  by  Federal 
affirmative  action  policies  was  no  longer  associated  with  gains  in 
black  and  female  employment. 

CHANGES  IN  THE  ECONOMY 

Although  a  complete  explanation  of  the  declining  economic  for¬ 
tunes  of  so  many  American  workers  and  families  is  lacking,  most 
economists  believe  that  a  shift  in  the  demand  for  labor  in  favor  of 
more  highly  skilled,  more  highly  educated  workers  has  played  a 
key  role.  Such  a  shift  is  consistent  with  the  fact  that  even  though 
the  percentage  of  the  labor  force  with  a  college  degn^e  increased 
from  16.4  percent  in  1973  to  27  percent  in  1993,  the  same  period 
saw  a  pronounced  increase  in  the  relative  wages  of  college  grad¬ 
uates  (Charts  5-3  and  5-4). 

In  part,  the  shift  in  demand  in  favor  of  more  educated  workers 
reflects  a  shift  in  employment  away  from  those  goods-producing 
sectors  that  have  disproportionately  provided  high-wage  opportuni¬ 
ties  for  blue-collar  men,  toward  medical,  business,  and  other  serv¬ 
ices  that  disproportionately  employ  college  graduates  and  women. 
In  addition,  employment  has  grown  in  such  low-wage  sectors  as  re¬ 
tail  trade.  These  interindustry  shifts  appear  to  explain  some  of  the 
decline  in  the  wages  of  high  school  graduates  over  the  last  20 
years. 

Intensifying  global  competition  is  also  cited  as  a  factor  in  putting 
downward  pressure  on  the  wages  of  less  educated  workers.  How¬ 
ever,  a  number  of  studies  have  found  that  the  easily  measured  di¬ 
rect  effects  of  trade  on  the  wage  distribution  were  small,  implying 
that  the  vast  majority  of  the  demand  shift  originated  domestically. 

These  effects  of  trade  may  be  larger  if  the  internationalization  of 
the  U.S.  economy  also  affects  wages  indirectly — ^for  example,  if  the 
threat  of  increased  import  competition  or  of  the  relocation  of  a  fac¬ 
tory  to  another  country  undermines  workers’  bargaining  power.  It 
is  not  known  how  important  such  effects  have  been.  Trade  may 
also  become  a  more  important  factor  in  the  future,  as  international 
commerce  continues  to  expand. 

Immigration  has  increased  the  relative  supply  of  less  skilled 
labor  in  the  United  States  and  has  contributed  to  the  increasing  in¬ 
equality  of  income,  but  the  effect  has  been  small.  One  study  found 
that  immigration  explained  less  than  1  percent  of  the  change  in  the 
college-high  school  wage  differential  between  1980  and  1988.  Al¬ 
though  immigration  flows  were  considerably  larger  in  the  late 
1980s  than  the  early  1980s,  this  study  makes  it  seem  unlikely  that 
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the  recent  contribution  of  immigration  could  be  more  than  a  few 
percent  of  the  total  change. 

Within-industry  shifts  in  labor  demand  away  from  less  educated 
workers  are  the  most  important  factor  behind  their  eroding  wages, 
not  the  shift  out  of  manufacturing.  On  the  basis  of  current  re¬ 
search — ^much  of  which  remains  anecdotal  or  indirect  in  nature — 
most  economists  believe  that  such  shifts  in  turn  are  primarily  the 
result  of  economy-wide  technological  and  organizational  changes  in 
how  work  is  performed.  The  computerization  of  work  appears  im¬ 
portant.  Recent  empirical  evidence  indicates  that  workers  who  use 
computers  are  paid  on  average  15  percent  higher  wages  than  those 
who  do  not.  And  the  use  of  computers  in  the  workplace  has  in¬ 
creased  significantly  in  recent  years:  between  1984  and  1993  the 
share  of  the  labor  force  using  computers  on  the  job  increased  from 
25  percent  to  47  percent. 

In  addition  to  shifts  in  labor  demand,  two  institutional  factors 
appear  to  have  contributed  to  the  increase  in  earnings  inequality 
over  the  last  20  years.  One  of  these  is  the  decline  in  the  proportion 
of  workers  belonging  to  unions.  Empirical  evidence  suggests  that 
unions  tend  to  raise  wages  for  workers  who  would  otherwise  be  in 
the  bottom  half  of  the  wage  distribution.  The  share  of  the  labor 
force  belonging  to  unions  fell  from  26  percent  in  1973  to  16  percent 
(and  only  11  percent  of  the  private  sector  labor  force)  today.  Ac¬ 
cording  to  recent  studies,  the  precipitous  decline  in  unionization  ex¬ 
plains  a  modest  but  significant  portion  of  the  increase  in  wage  in¬ 
equality  during  the  last  15  years,  especially  among  men. 

The  decline  in  the  real  value  of  the  minimum  wage  has  further 
contributed  to  greater  wage  dispersion.  Adjusted  for  inflation,  by 
1995  the  minimum  wage  has  fallen  by  about  50  cents  since  1991 
and  is  29  percent  below  its  1979  level,  leaving  it  at  its  second-low¬ 
est  level  since  the  1950s.  Because  women  are  almost  twice  as  likely 
as  men  to  work  at  minimum-wage  jobs,  the  erosion  of  its  value  has 
had  its  largest  effect  at  the  lower  end  of  the  female  wage  distribu¬ 
tion.  Recent  empirical  research  finds  that  modest  increases  in  the 
minimum  wage  from  historically  low  levels  in  the  late  1980s  were 
associated  with  reductions  in  both  wage  and  income  inequality 
without  significant  adverse  effects  on  emplo)anent. 

Of  workers  affected  by  the  most  recent  (April  1990)  increase  in 
the  minimum  wage,  36  percent  were  the  only  wage  earner  in  the 
family,  and  the  average  minimum-wage  worker  contributed  about 
half  of  his  or  her  family’s  total  earnings.  Contrary  to  some  press 
reports  emphasizing  the  youth  of  minimum-wage  recipients,  70 
percent  were  aged  20  and  over.  In  part  because  of  the  changes  in 
the  wage  structure  discussed  above,  workers  affected  by  this 
change  in  the  minimum  wage  were  more  likely  to  be  poor  than  in 
the  past.  About  20  percent  of  minimum-wage  earners  were  poor. 
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and  another  13  percent  were  near  poor  (earning  between  100  and 
150  percent  of  the  poverty  line). 

IMPROVING  EDUCATION  AND  TRAINING 

It  is  becoming  increasingly  diflicult  for  those  without  higher  edu¬ 
cation  to  earn  enough  to  support  a  traditional  middle-class  stand¬ 
ard  of  living.  Increasingly,  however,  a  high  school  education  is  not 
enough.  Fewer  high-wage  jobs  remain  for  high  school  graduates, 
and  even  many  workers  with  college  educations  face  the  prospect 
of  stagnant  wages.  This  is  a  fundamental  change  in  the  economy. 
Although  government  is  not  the  cause,  it  has  the  ability  and  the 
responsibility  to  improve  the  way  Americans  are  educated  and 
trained  so  as  to  mitigate  this  adverse  trend. 

This  Administration  views  education  as,  ideally,  a  lifelong  proc¬ 
ess  for  all  workers,  particularly  in  the  changing  economic  environ¬ 
ment  of  today.  Improved  education  and  training  opportunities  not 
only  should  have  a  direct  effect  in  increasing  the  incomes  of  those 
who  take  advantage  of  them,  but  may  as  a  side  effect  improve  the 
incomes  of  unskilled  workers  as  well,  as  their  relative  supply  is  de¬ 
creased. 

In  designing  programs  to  promote  lifelong  learning.  Federal  poli¬ 
cies  operate  in  an  environment  where  education  is  primarily  the 
province  of  States  and  localities,  and  training  is  provided  primarily 
by  employers.  Thus,  the  Federal  Government’s  most  effective  role 
is  often  to  serve  as  a  catalyst  for  change. 

Evaluations  of  many  of  the  Federal  (Jovemment’s  education  and 
training  programs  have  questioned  their  efficacy,  although  careful 
studies  have  found  some  programs  to  be  highly  successful.  In  de¬ 
signing  new  programs,  the  Administration  has  attempted  to  learn 
from  these  experiences,  to  imitate  the  successes  and  avoid  the  fail¬ 
ures.  In  predicting  future  performance,  it  would  be  excessively  pes¬ 
simistic  simply  to  extrapolate  from  the  past  failures;  on  the  other 
hand,  it  would  perhaps  be  overly  optimistic  to  believe  that  we  can 
bring  all  programs  up  to  the  level  of  the  most  successful  just  by 
replicating  their  best  features.  Yet  there  are  certain  features  that 
many  successful  programs  have  in  common — such  as  integrating 
different  services  to  address  problems  with  multiple  aspects,  and 
providing  incentives  that  reward  success — whose  scope  for  broader 
application  is  far  from  exhausted. 

THE  QUALITY  OF  AMERICAN  EDUCATION 

By  many  measures,  the  quality  of  education  in  the  United  States 
has  improved  in  recent  years.  Test  scores  in  reading,  writing, 
mathematics,  and  science  have  generally  risen  over  the  past  decade 
for  almost  all  ages  and  racial  and  ethnic  groups.  As  noted  above. 
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dropout  rates  have  fallen,  declining  most  sharply  for  black  stu¬ 
dents.  Enrollments  in  both  preschool  and  postsecondary  school 
have  increased.  Preschool  enrollment  rates  have  risen  since  1970 
from  14  percent  of  children  aged  3  to  4  years  to  one-third.  The  per¬ 
centage  of  high  school  graduates  who  enrolled  in  college  following 
graduation  increased  from  49  percent  in  1980  to  62  percent  in 
1992.  Few  other  countries  have  postsecondary  enrollment  rates  as 
high  as  those  in  the  United  States. 

The  United  States  still  has  far  to  go,  however,  to  ensure  that  all 
its  young  people  are  acquiring  the  knowledge  and  skills  they  need 
to  obtain  high-paying  jobs  and  adapt  to  future  changes  in  the  econ¬ 
omy.  High  school  dropout  rates,  for  example,  are  still  high,  nearly 
13  percent  overall,  and  the  dropout  rate  for  Hispanics  is  over  twice 
as  high.  Comparisons  of  U.S.  and  foreign  test  scores  give  additional 
cause  for  concern.  Although  test  scores  are  imperfect  measures  of 
school  quality,  scores  of  U.S.  students  have  generally  risen.  How¬ 
ever,  in  the  math  portion  of  the  International  Assessment  of  Edu¬ 
cational  Progress  in  recent  years,  the  United  States  remains  simong 
the  industrialized  world’s  laggards.  U.S.  students  at  both  the  9- 
year-old  and  13-year-old  levels  not  only  trail  their  Taiwanese  and 
Korean  counterparts — the  world  leaders  in  this  area — ^but  also  lag 
behind  students  in  every  other  major  nation  participating  in  the 
test. 

THE  IMPLICATIONS  OF  RISING  RETURNS  TO 
EDUCATION 

Numerous  studies  have  established  that  workers  with  more  edu¬ 
cation  earn  substantially  higher  wages  than  workers  with  similar 
characteristics,  such  as  age,  experience,  race,  and  sex,  but  with  less 
education.  However,  this  relation  does  not  necessarily  imply  that 
raising  the  educational  level  of  those  who  are  now  undereducated 
will  lift  their  earnings  substantially.  It  may  be  that  those  students 
who  obtain  the  most  schooling  are  those  who  start  out  with  greater 
ability.  Nevertheless,  a  number  of  innovative  studies  that  address 
this  problem  still  support  the  conclusion  that,  on  average,  students 
at  all  skill  levels  gain  substantially  from  additional  education. 
These  results  are  consistent  with  the  thesis  that  for  many  students 
growing  up  in  low-income  households,  limitations  on  access  to  in¬ 
formation  and  to  funds  for  paying  for  education,  not  lack  of  payoff 
from  further  schooling,  are  major  causes  of  their  lower  educational 
attainment. 

POLICIES  TO  PROMOTE  A  LIFETIME  OF  LEARNING 

The  Goals  2000:  Educate  America  Act,  enacted  last  year,  sets 
eight  ambitious  national  education  goals  to  be  achieved  by  the  end 
of  the  decade: 
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•  School  readiness.  All  children  will  start  school  ready  to  learn. 

•  Improved  student  achievement.  All  students  will  demonstrate 
competence  in  challenging  subject  matter  in  core  academic  sub¬ 
jects. 

•  Best  in  math  and  science.  U.S.  students  will  be  first  in  the 
world  in  mathematics  and  science  achievement. 

•  Safe,  disciplined,  and  drug-five  schools.  Every  school  will  be 
free  from  violence,  disruptive  behavior,  and  illegal  drugs. 

•  Increased  graduation  rate.  The  high  school  graduation  rate  will 
improve  to  at  least  90  percent. 

•  Teacher  education  and  professional  development.  All  teachers 
will  have  the  opportunity  to  acquire  the  knowledge  and  skills 
needed  to  prepare  their  students  for  the  next  century. 

•  Parental  involvement.  Every  school  will  promote  parent-teacher 
partnerships  that  will  increase  parents’  involvement  in  the  so¬ 
cial  and  academic  enrichment  of  their  children. 

•  Adult  literacy  and  lifelong  learning.  Every  adult  will  be  literate 
and  possess  the  skills  necessary  to  compete  in  a  global  econ¬ 
omy. 

These  goals  establish  a  framework  for  a  lifetime  of  continuous 
learning,  starting  before  kindergarten  and  continuing  throughout 
adulthood.  New  opportunities  for  all  Americans  to  engage  in  life¬ 
long  learning  should  help  rebuild  the  American  dream  that  work¬ 
ing  hard  and  playing  by  the  rules  will  lead  to  a  higher  standard 
of  living. 

Readiness  to  Learn 

The  first  national  goal  is  to  ensure  that  all  children  start  school 
ready  to  learn.  Even  good  schools  will  have  trouble  educating  chil¬ 
dren  who  come  to  school  unprepared  to  learn  because  of  poor  nutri¬ 
tion  or  for  other  reasons.  Some  of  these  children  will  always  find 
themselves  struggling  to  catch  up.  The  Administration  is  commit¬ 
ted  to  expanding  two  programs  that  promote  early  cognitive  and 
physical  development  and  help  prepare  children  for  school.  The 
first  is  the  Special  Supplemental  Food  Program  for  Women,  In¬ 
fants,  and  Children  (WIC),  which  provides  food  supplements  and 
health  education  to  6  million  low-income  pregnant  women,  new 
mothers,  and  their  children  up  to  age  5  annually.  Funding  for  WIC 
increased  from  $2.6  billion  in  1992  to  $3.5  billion  in  1995,  with  $3.8 
billion  proposed  for  1996.  The  WIC  program  has  been  shown  to 
save  the  government  money  as  well  as  increase  children’s  health 
(Box  5-2).  The  second  program.  Head  Start,  also  has  a  proven 
track  record.  Head  Start  is  an  intensive  preschool  program  de¬ 
signed  to  improve  the  cognitive  and  social  functioning,  health  sta¬ 
tus,  and  school  readiness  of  low-income  youth.  Head  Start  funding 
has  increased  from  $2.2  billion  in  fiscal  1992  to  $3.5  billion  in  fiscal 
1995,  with  $3.9  billion  proposed  for  1996.  The  new  funding  has 
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been  focused  on  improving  program  quality  for  children  already  in 
the  program  and  in  expanding  the  new  “Early  Head  Start”  pro¬ 
gram  for  children  in  the  first  3  years  of  life. 


Box  5-2.— What  Works:  Preparing  Students  to  Learn 

WIC  has  been  shown  by  many  studies  to  be  highly  effective 
in  improving  the  health  status  of  infants.  In  addition,  WIC  ap¬ 
pears  to  be  a  money  saver:  for  every  dollar  spent  on  the  pre¬ 
natal  WIC  program,  approximately  $3.50  is  saved  in  medicaid 
and  other  costs  due  to  lower  incidence  of  low-birthweight 
births  and  improved  health.  To  the  extent  that  poor  prenatal 
care  and  infant  health  are  associated  with  future  behavioral 
and  academic  problems,  the  benefits  of  WIC  are  even  greater. 

Head  Start  and  other  preschool  programs  have  also  dem¬ 
onstrated  their  ability  to  improve  prepai^dness  for  school.  Nu¬ 
merous  studies  have  found  that  participation  in  Head  Start 
produces  immediate  gains  in  health  and  in  scores  on  tests  of 
intellectual  ability,  emotional  maturity,  and  school  readiness. 
They  also  find,  however,  that  these  gains  in  test  scores  decline 
over  time.  Nevertheless,  some  Head  Start  and  other  similar 
programs  that  have  been  evaluated  over  many  years  have 
found  that  participants  are  less  likely  to  be  assigned  to  special 
education  classes,  and  are  less  likely  to  be  held  back  a  grade. 


Improving  Student  Achievement 

The  Coeds  2000  act  provides  a  framework  for  comprehensive 
State  and  local  efforts  to  improve  both  teaching  and  learning, 
based  on  clear  and  challenging  academic  standards  for  all  students. 
The  framework  of  Goals  2000  is  meant  to  encourage  the  alignment 
of  various  aspects  of  the  educational  system  including  curriculum 
design,  student  assessments,  teachers’  professional  development, 
and  instructional  materieds.  These  systemic  reforms  are  voluntary, 
and  their  design  in  each  State  will  be  a  group  effort  including  par¬ 
ents,  business  people,  educators,  and  others. 

The  1991  reforms  adopted  in  Kentucky  are  an  example  of  the 
type  of  alignment  Goals  2000  is  intended  to  promote  in  other 


States.  Kentucky  adopted  six  broad  goals  and  further  refined  these 
in  62  specific  academic  expectations.  One  of  the  goals,  for  example, 
is  that  students  should  be  able  to  apply  principles  from  mathe¬ 
matics,  science,  social  studies,  and  other  disciplines  to  real-life  situ¬ 
ations.  In  science,  this  goal  translates  into  such  concrete  expecta¬ 
tions  as  that  students  should  be  able  to  recognize  and  use  patterns 
such  as  cycles  and  trends  to  understand  past  events  and  make  pre¬ 
dictions.  The  State’s  major  employers  have  been  involved  through- 


186 


out  the  reforms,  helping  to  ensure  that  the  schools’  expectations 
match  the  needs  of  employers  and  future  graduates. 

The  State’s  new  goals  are  accompanied  by  new  assessment  proce¬ 
dures  that  combine  traditional  multiple-choice  questions  with  tests 
requiring  students  to  solve  practical  problems,  and  with  evalua¬ 
tions  of  each  student’s  best  classroom  work  collected  throughout 
the  year.  This  new  assessment  better  measures  the  full  range  of 
each  student’s  progress.  The  assessment  also  is  used  to  evaluate 
schools’  success  in  improving  student  performance;  schools  that  do 
well  will  receive  monetary  rewards,  while  unsuccessful  schools  will 
be  required  to  develop  plans  for  improvement.  Coupled  with  the  in¬ 
creased  accountability,  Kentucky  is  decentralizing  decision  making 
to  school-based  councils  of  teachers,  parents,  and  principals  on 
matters  such  as  curriculum  and  assignment  of  staff.  In  addition, 
resources  for  professional  development  have  been  increased  and 
family  and  youth  service  centers  have  been  established  at  low  in¬ 
come  schools  to  provide  and  coordinate  services  for  families  such  as 
child  care,  family  counseling,  and  referrals  to  service  agencies. 

Results  in  Kentucky  are  preliminary  so  far,  but  encouraging. 
After  2  years,  average  test  scores  in  core  academic  subjects  in¬ 
creased  markedly  at  all  grade  levels  tested.  Time  will  tell  if  these 
results  are  sustained  and  translate  into  better  careers  for  Ken¬ 
tucky’s  graduates. 

The  reforms  embedded  in  Goeds  2000  and  its  companion  legisla¬ 
tion,  the  Improving  America’s  Schools  Act,  are  part  of  the  Adminis¬ 
tration’s  effort  to  move  away  from  rigid  rules  to  a  new  model  where 
the  Federal  Government  provides  seed  money  euid  technical  assist¬ 
ance  for  States  and  local  school  districts  to  engage  in  their  own  re¬ 
form  efforts,  keyed  to  high  standards.  The  acts  enhemce  local  flexi¬ 
bility  by  providing  States  and  local  school  districts  the  opportunity 
to  better  coordinate  the  activities  of  federally  funded  programs  in 
their  areas.  Both  acts  allow  States  and  school  districts  to  apply  for 
waivers  of  Federal  rules  that  impede  their  plans  for  school  im¬ 
provement.  'The  objective  is  to  create  a  system  in  which  highly 
skilled  teachers  can  focus  on  achieving  clear,  widely  agreed-on 
goals,  assisted  by  parents  and  the  community,  who  in  turn  can  look 
to  a  set  of  well-defined  standards  by  which  to  hold  educators  and 
school  systems  accountable. 

Increasing  Graduation  Rates 

Goals  2000  also  focuses  on  reducing  dropout  rates.  In  addition, 
the  Improving  America’s  Schools  Act  ensures  that  Federal  funds 
will  be  available  to  middle  and  high  schools  with  very  high  poverty 
rates — schools  that  also  have  a  high  proportion  of  students  at  risk 
of  dropping  out. 

This  goal  is  important  both  to  students  at  risk  of  dropping  out 
and  to  society  as  a  whole.  On  average  high  school  dropouts  earn 
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35  percent  less  per  year  than  high  school  graduates  with  no  addi¬ 
tional  education,  and  70  percent  less  than  college  graduates,  lead¬ 
ing  the  average  high  school  dropout  to  pay  far  less  in  taxes  over 
the  course  of  his  or  her  working  life  than  the  average  high  school 
graduate.  Drop>outs  are  also  more  likely  than  graduates  to  end  up 
on  welfare  or  in  prison.  For  example,  on  any  given  day  in  1992  al¬ 
most  one-quarter  of  all  males  between  18  and  34  who  had  not  re¬ 
ceived  a  conventional  high  school  diploma — but  less  than  4  percent 
of  those  who  had — were  either  in  prison,  on  probation,  or  on  parole. 
According  to  preliminary  Department  of  Labor  estimates,  the  typi¬ 
cal  young  female  high  school  dropout  receives  on  average  more 
than  twice  as  much  in  food  stamps  and  public  assistance  payments 
as  high  school  graduates  £md  almost  five  times  as  much  as  those 
with  at  least  some  college. 

The  present  value  of  total  welfare,  prison,  and  parole  costs  aver¬ 
ages  about  $69,000  over  the  course  of  an  adult  lifetime  for  each  in¬ 
dividual  who  does  not  graduate  from  high  school,  but  only  about 
$32,000  for  each  high  school  graduate  who  does  not  attend  college, 
and  only  $15,000  for  those  who  attend  college.  (These  figures  are 
calculated  as  the  net  present  value  at  age  18  of  the  costs  of  crimi¬ 
nal  justice  and  welfare  incurred  between  the  ages  of  18  to  54,  using 
1992  data.  Costs  are  discounted  at  a  4-percent  annual  rate.)  Thus, 
ignoring  differences  in  taxes  paid,  a  program  capable  of  influencing 
young  people  who  would  otherwise  drop  out  of  high  school  to  grad¬ 
uate  and  behave  like  other  high  school  graduates  would  reduce 
spending  on  welfare  and  the  criminal  justice  system  by  about 
$37,000  in  present  value  terms  for  each  youth  induced  to  graduate. 
These  figures  are  almost  the  reverse  of  public  spending  on  edu¬ 
cation  and  training:  on  average,  the  typical  college  graduate  is  the 
beneficiaiy  of  over  $29,300  in  public  spending  between  the  ages  of 
16  and  24,  while  the  typical  high  school  graduate  receives  about 
$13,900  and  the  typical  high  school  dropout  less  than  $6,500. 

However,  because  high  school  dropouts  differ  from  graduates 
along  many  dimensions  other  than  the  fact  of  dropping  out,  these 
calculations  do  not  necessarily  translate  into  potential  gains  for  so¬ 
ciety  whenever  a  student  is  kept  in  school  to  graduation.  Further¬ 
more,  many  dropout  prevention  programs  are  too  new  to  have  accu¬ 
mulated  a  substantial  record  of  long-term  results,  and  the  current, 
incomplete  state  of  research  makes  conclusions  somewhat  pre¬ 
mature.  Nevertheless,  a  number  of  programs  for  at-risk  youth  have 
been  reliably  evaluated  and  found  to  dramatically  reduce  dropout 
rates  over  several  years  of  operation;  in  addition,  the  best  of  these 
programs  appear  to  save  the  government  money. 

The  evidence  suggests  that  many  students  at  risk  of  dropping  out 
are  helped  by  guidance,  academic  assistance,  career  information, 
and  general  support  in  order  to  stay  in  school  and  succeed.  After- 
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school  and  summer  programs  and  linkages  to  postgraduation  jobs 
and  schooling  can  be  effective  in  keeping  children  in  school  and  in 
improving  academic  achievement  and  other  outcomes.  The  dif¬ 
ficulty  in  improving  the  poor  labor  market  prospects  of  youth  once 
they  have  dropped  out  underscores  the  importance  of  efforts  to  re¬ 
duce  the  number  of  dropouts.  Although  the  current,  incomplete 
state  of  research  makes  conclusions  somewhat  premature,  two  gen¬ 
eral  observations  may  be  hazarded. 

First,  it  is  possible  to  prevent  students  from  dropping  out,  but  it 
is  difficult.  A  number  of  programs  for  at-risk  youth  have  been  reli¬ 
ably  evaluated  and  found  to  reduce  dropout  rates  substantially; 
many  others,  however,  have  not  been  so  successful.  Second,  it  is 
difficult  to  make  initial  gains  last.  Several  programs  have  shown 
a  pattern  of  marked  improvement  in  attendance  and  academic 
achievement  during  their  first  year,  but  these  initial  gains  often 
disappear  over  the  next  few  years.  Fortunately,  there  are  models 
of  integrated  programs  that  have  been  effective  in  dramatically  re¬ 
ducing  dropout  rates  over  several  years  of  o|)eration  (Box  5-3). 

From  School  to  Work 

The  School-to-Work  Opportunities  Act,  proposed  by  the  Adminis¬ 
tration  and  passed  by  the  Congress  in  1994,  addresses  the  increas¬ 
ingly  poor  job  prospects  of  high  school  graduates  by  providing 
States  and  localities  with  venture  capital  to  build  systems  that  pre¬ 
pare  young  people  to  pursue  a  variety  of  options  after  completing 
high  school;  a  good  first  job,  career-oriented  training,  or  college. 
The  School-to-Work  initiative  funds  partnerships  among  busi¬ 
nesses,  labor  representatives,  and  educators  to  offer  young  people 
learning  experiences  in  both  school-based  £md  work-based  settings 
that  will  help  provide  them  the  knowledge  and  skills  they  will  need 
to  make  a  smooth  transition  into  the  world  of  work. 

The  School-to-Work  initiative  creates  the  opportunity  for  stu¬ 
dents  to  learn  in  a  setting  that  connects  academics  with  problems 
in  a  real  workplace.  The  program  integrates  classroom  instruction 
with  work  experience,  structured  training,  mentoring  at  job  sites, 
and  matching  of  students  with  participating  employers.  Whenever 
possible,  students  are  paid  for  their  work.  School-to-Work  opportu¬ 
nities  bring  the  workplace  into  the  classroom,  combining  quality 
coursework  at  school  with  hands-on  learning  and  training  in  a 
work  environment.  By  the  end  of  a  course  of  study,  students  will 
have  received  a  high  school  diploma,  an  industry-recognized  skill 
certificate,  and,  for  some,  a  diploma  for  completion  of  1  or  2  years 
of  postsecondary  education. 

In  1994  all  50  States  received  Federal  funding  to  plan  and  de¬ 
velop  School-to-Work  Opportunities  systems,  and  8  States  were  al¬ 
ready  implementing  comprehensive  systems.  In  almost  all  cases, 
employers  are  directly  contributing  to  the  development  of  industry- 
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Box  5-3. — What  Works:  The  QUOP  Experiment 

The  Quantum  Opportunities  Program  (QUOP)  is  an  experi¬ 
ment  in  the  use  of  community-oased  organizations  to  improve 
the  academic  and  social  competencies  of  disadvantaged  stu¬ 
dents  by  providing  continuing  adult  support  throughout  their 
high  school  years.  In  each  of  several  cities,  QUOP  programs 
offer  tutoring,  adult  mentoring,  career  and  college  planning, 
and  other  services  and  activities  to  children  from  families  re¬ 
ceiving  AFDC,  starting  in  the  ninth  grade.  There  is  also  a  fi¬ 
nancial  incentive:  participating  students  receive  small  stipends 
and  bonuses  for  completing  segments  of  program  activities,  as 
well  as  payments  into  a  trust  fund  for  their  eventual  post¬ 
secondary  education.  Because  participants  were  randomly  cho¬ 
sen,  the  program  provides  a  test  of  whether  the  combination  of 
a  rich  array  of  services  and  tangible  financial  rewards  for  suc¬ 
cess,  sustained  over  the  whole  of  a  high  school  career,  can  in¬ 
duce  students  to  stay  in  school  and  out  of  trouble,  and  go  on 
to  college. 

Over  4  years  the  average  QUOP  student  participated  in 
1,286  hours  of  educational  activities  beyond  regular  school 
hours  and  accumulated  $2,300  in  his  or  her  postsecondary  ac¬ 
count.  Overall  4-year  costs  of  the  program  were  $10,600  per 
enrollee.  At  the  end  of  the  program’s  demonstration  period  an 
evaluation  comparing  randomly  selected  participants  and 
nonparticipants  (controls)  found  that  63  percent  of  QUOP  stu¬ 
dents,  but  only  42  percent  of  controls,  had  graduated  from  high 
school.  Only  23  percent  of  QUOP  students  had  dropped  out, 
versus  50  percent  of  the  controls.  And  42  percent  of  QUOP  stu¬ 
dents,  compared  with  16  percent  of  controls,  were  enrolled  in 
postsecondary  education.  Participants  were  also  half  as  likely 
to  report  engaging  in  criminal  activity  and  one-third  less  likely 
to  have  had  children.  The  exi)eriment  was  small,  following  only 
100  students  at  four  of  the  sites,  and  results  varied  widely 
across  sites,  yet  for  the  experiment  as  a  whole  all  these  dif¬ 
ferences  in  outcomes  were  statistically  significant. 

The  results  of  integp’uted  programs  such  as  QUOP  defy  the 
common  presupposition  that  disadvantaged  youth  will  not  take 
advantage  of,  or  cannot  benefit  from,  enhanced  educational  of¬ 
ferings.  Rather  they  support  the  notion  that  many  students 
need  both  academic  help  such  as  tutoring  and  the  incentive  of 
being  assured  that  academic  success  has  a  payoff,  in  the  form 
of  better  prospects  for  employment  or  college. 
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based  standards  in  broad  clusters  of  occupations.  By  2000  almost 
half  a  million  young  Americans  are  expected  to  have  entered 
School-to-Work  programs  during  their  last  2  years  of  high  school. 
To  the  extent  School-to-Work  programs  are  successful,  they  should 
benefit  many  students  by  connecting  academic  learning  with  prob¬ 
lem  solving  in  an  actual  workplace,  thus  making  learning  more  rel¬ 
evant;  they  should  also  provide  valuable  labor  market  experience 
and  connections.  These  programs  should  also  benefit  businesses  by 
increasing  the  number  of  trained  workers  with  experience  in  spe¬ 
cific  fields. 

Better  Access  to  Education  After  High  School 

Creating  a  system  of  lifelong  learning  for  adults  is  emother  essen¬ 
tial  part  of  Goeds  2000.  The  Administration  is  creating  a  system 
with  a  number  of  components,  each  applying  not  just  to  the  tradi¬ 
tional  path  of  college  education  immediately  following  high  school, 
but  also  to  continuing  education  and  training  for  those  who  have 
jobs  or  are  between  jobs. 

Reformed  student  loans  will  reduce  the  burden  of  borrowing  for 
college  and  for  continuing  education.  Under  the  new  Federal  Direct 
Loan  F*rogram,  individuals  can  borrow  money  for  college  directly 
from  the  Federal  Government  and  can  tailor  their  repayments  to 
suit  their  financial  circumstances.  Borrowers  will  be  able  to  choose 
from  among  four  repayment  plans — standard,  extended,  graduated, 
and  income  contingent — and  to  switch  plans  as  their  needs  change. 
The  standard  plan,  the  one  most  widely  used  today,  will  continue 
to  allow  students  to  repay  their  loans  in  fixed  monthly  payments 
over  10  years.  The  extended  plan  provides  for  a  smaller  fixed  pay¬ 
ment  but  a  longer  term,  from  12  to  30  years.  Under  the  graduated 
plan,  also  with  a  12-  to  30-year  term,  the  size  of  the  monthly  pay¬ 
ment  starts  smaller  than  in  the  first  two  plans  and  increases  over 
time  according  to  a  predetermined  schedule;  this  should  reduce  the 
repayment  burden  in  the  early  years  when  incomes  are  likely  to  be 
modest.  Finally,  the  income  contingent  (or  “pay-as-you-can”)  plan 
takes  the  notion  of  graduated  payment  a  step  further:  monthly  pay¬ 
ments  are  determined  by  the  borrower’s  actual  income.  This  choice 
of  plans  makes  it  easier  for  graduates  to  start  businesses,  work  in 
their  communities,  or  meet  other  family  responsibilities  by  better 
matching  their  loan  service  to  their  varying  incomes. 

In  addition  to  lightening  the  burden  of  loem  repa3nnent,  the  Stu¬ 
dent  Loan  Reform  Act  restructures  the  Federal  student  loan  pro¬ 
gram  itself,  phasing  in  direct  lending  to  students  over  the  next  few 
years.  Direct  lending  will  significantly  reduce  the  costs  of  the  loan 
program  by  eliminating  middlemen,  thus  streamlining  the  system. 
The  savings  are  estimated  at  approximately  $6.8  billion  over  a  5- 
year  period. 
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AmeriCorps,  the  national  service  program,  lets  Americans  earn 
money  for  education  while  gaining  practical  experience  as  they 
serve  American  communities.  Twenty  thousand  participants  en¬ 
tered  the  program  in  1994.  By  1996  an  estimated  100,000 
AmeriCorps  members  will  have  served  American  communities. 
AmeriCorps  participants  will  devote  themselves  to  community  serv¬ 
ice  projects,  chosen  by  local  nonprofit  organizations,  such  as  teach¬ 
ing  in  urban  school  districts,  wildlife  habitat  restoration,  immuni¬ 
zation  of  children,  crime  deterrence,  and  low-income  housing  res¬ 
toration.  In  1994  participants  earned  a  $7,640  yearly  stipend  for 
living  expenses  and  a  $4,725  yearly  grant  for  college  or  graduate 
school. 

Additional  initiatives  to  make  continuing  education  affordable  in¬ 
clude  the  proposed  income  tax  deduction  and  expanded  use  of  indi¬ 
vidual  retirement  accounts  for  educational  expenses,  as  discussed 
in  Chapter  1.  Both  of  these  proposed  changes  in  the  tax  code  are 
intended  to  further  lower  the  financial  burden  of  pursuing  post- 
secondaiy  education. 

FACILITATING  LIFELONG  LEARNING  AND  CAREER- 
LONG  JOB  MOBILITY 

Training  on  the  job  or  in  a  work-related  setting  tends  to  be  espe¬ 
cially  well  tailored  to  the  requirements  of  the  workplace.  One  study 
of  work-related  training,  while  not  fiilly  capturing  the  vital  but 
hard-to-measure  effect  of  informal  on-the-job  training,  showed  that 
the  impact  of  such  training  on  wages  is  of  similar  magnitude  to 
that  of  more  traditional  schooling.  (As  with  measures  of  the  returns 
to  education,  these  measures  of  the  returns  to  training  may  be 
over-  or  understated  if  there  are  other,  unobserved  differences  be¬ 
tween  those  who  do  and  do  not  receive  training.) 

Provision  of  on-the-job  training  is  skewed  in  favor  of  those  al¬ 
ready  relatively  well  educated.  Among  young  college  graduates  35 
percent  received  training  from  their  employers  between  1986  and 
1991,  whereas  only  19  percent  of  high  school  graduates  and  9  per¬ 
cent  of  high  school  dropouts  received  any  training  during  that  time 
period. 

Formal  on-the-job  training  is  considerably  less  common  in  the 
United  States  than  in  other  industrialized  nations  such  as  Ger¬ 
many  and  Japan.  Large  Japanese  companies  train  their  workers 
far  more  than  do  their  U.S.  counterparts,  partly  because  employees 
there  are  much  less  likely  to  switch  employers.  In  Germany,  high 
levels  of  training  take  place  in  formal  apprenticeship  systems  that 
are  supported  by  the  government  as  well  as  by  powerful  industry 
and  union  federations. 
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Skill  Standards 

Skill  standards  can  play  an  important  role  in  increasing  the  sup¬ 
ply  of  highly  skilled  workers  and  smoothing  their  transitions  be¬ 
tween  jobs.  The  United  States  is  unique  among  its  major  competi¬ 
tors  in  lacking  formal  mechanisms  for  national  certification  of  most 
worker  skills.  This  lack  diminishes  the  portability  of  training  and 
reduces  the  incentives  for  employees  to  invest  in  increasing  their 
skills. 

The  National  Skills  Standards  Act  creates  a  framework  for  vol¬ 
untary  development  of  work  force  skills  standards  in  broad  clusters 
of  occupations.  The  law  promotes  standards  that  include  both  the 
skills  needed  in  the  high-performance  workplace  (such  as  problem 
solving  and  teamwork)  and  industry-specific  skills.  Many  industry 
groups  are  already  at  work  designing  their  standards  for  occupa¬ 
tions  in  their  industries.  A  blue-ribbon  National  Skill  Standards 
Board  is  being  established  to  stimulate  the  development  and  adop¬ 
tion  of  the  new  voluntary  skill  standards. 

Skill  stemdards  can  also  help  alleviate  imperfections  in  the  mar¬ 
ket  for  training.  Often  training  provided  by  one  employer  is  useful 
to  another.  Thus,  when  trained  workers  change  employers,  the  ben¬ 
efits  to  the  first  employer  of  its  investments  in  training  may  be 
captured  by  the  second.  This  reduces  employers’  incentives  to  train. 
Skill  certificates  developed  in  cooperation  with  industry  leaders 
should  reduce  this  market  imjjerfection,  since  employees  would  be 
more  willing  to  pay  for  training  if  it  leads  to  a  certificate  that  an¬ 
other  company  recognizes  and  will  pay  a  premium  for.  These  pay¬ 
ments  to  employers  for  training  may  take  the  implicit  form  of  lower 
wages  during  the  training  period,  just  as  they  do  for  traditional 
union  apprentices  or  medical  residents.  Because  of  this  implicit  or 
explicit  payment,  employers  would  take  less  of  a  risk  when  they 
provide  training.  Some  economic  theory  predicts  that  making  gen¬ 
eral  training  more  visible  to  the  market  will  increase  turnover,  but 
in  fact  turnover  is  lower  at  many  companies  that  pay  for  publicly 
certified  training.  The  reason  for  the  divergence  of  theory  and  evi¬ 
dence  is  unclear,  although  it  may  be  that  company-sponsored  edu¬ 
cation  increases  worker  loyalty,  or  there  may  be  a  selection  effect, 
whereby  hard-working  employees  are  both  less  likely  to  quit  and 
more  likely  to  take  advantage  of  company-sponsored  education. 

Building  a  Reemployment  System 

Each  year  more  than  2  million  U.S.  workers  permanently  lose 
their  jobs  through  no  fault  of  their  own,  when  plants  close  or  there 
are  mass  layoffs.  Although  most  dislocated  workers  find  new  jobs 
within  15  weeks  of  their  job  loss,  it  is  estimated  that  15  percent 
of  all  workers  who  were  displaced  between  1987  zmd  1991  re¬ 
mained  unemployed  for  over  6  months.  Older  workers  zind  those 
with  less  education  were  the  least  likely  to  find  a  new  job  after  dis- 


placement.  Of  those  involuntarily  displaced  workers  fortunate 
enough  to  find  new  employment,  47  percent  suffered  a  decrease  in 
their  wages. 

Just  as  the  Administration’s  education  policies  focus  on  smooth¬ 
ing  the  transition  from  school  to  work,  its  labor  policies  focus  on 
smoothing  the  transition  from  work  to  work  and  on  increasing 
skills  to  avoid  job  loss.  Workers  often  find  the  path  from  one  job 
to  the  next  beset  with  hurdles.  Many  do  not  know  what  other  jobs 
are  available,  and  having  found  out,  discover  they  lack  the  skills 
to  fit  into  any  of  them.  And  some  who  clear  both  those  obstacles 
hnd  that  their  new  jobs  do  not  work  out,  because  for  one  reason 
or  another  employee  and  employer  do  not  fit  together  well.  These 
bad  matches  can  increase  turnover  and  reduce  satisfaction  and  pro¬ 
ductivity. 

To  address  these  problems,  the  Nation’s  unemployment  system  is 
undertaking  a  transition  of  its  own — ^to  a  reemployment  system.  A 
key  element  of  the  new  system  is  one-stop  career  centers  for  all 
workers.  The  Administration  is  working  with  the  States  to  create 
a  nationwide  network  of  local  centers,  offering  job  counseling  and 
allowing  workers  to  apply  for  jobless  benefits  and  sign  up  for  train¬ 
ing  programs  all  in  one  place. 

An  important  element  of  the  reemployment  system  is  an  easily 
accessible  store  of  labor  market  information.  The  one-stop  centers 
will  build  a  data  base  of  training  providers.  The  data  base  could 
include  such  information  as  records  of  training  providers’  comple¬ 
tion  and  placement  rates  and  the  average  starting  wages  of  their 
graduates.  The  centers  will  also  provide  information  on  job  open¬ 
ings;  on  local  employment  trends,  including  the  wages  and  skill  re¬ 
quirements  of  occupations  in  demand;  and  on  relevant  Federal, 
State,  and  local  progreuns. 

The  Extended  Unemployment  Compensation  Act,  passed  in  1993, 
requires  that  all  States  establish  and  utilize  a  system  for  profiling 
all  new  unemployment  insurance  claimants  to  identify,  and  refer  to 
job  search  assistance,  those  who  are  likely  to  exhaust  their  regular 
unemployment  benefits  and  are  at  risk  of  experiencing  long-term 
unemployment.  In  1995  this  program,  similar  to  successful  pro¬ 
grams  implemented  in  several  States  (Box  5-4),  is  expected  to  help 
an  additional  150,000  Americans  who  have  lost  their  jobs. 

As  one-stop  centers,  improved  training  and  assistance  between 
jobs,  and  improved  labor  market  information  come  together  to  cre¬ 
ate  a  national  reemployment  system,  movement  between  jobs 
should  become  smoother,  and  the  economy  should  be  able  to  oper¬ 
ate  at  a  lower  rate  of  unemployment  without  the  risk  of  pushing 
up  inflation. 
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Box  5-4. — ^What  Works:  Profiling  and  Job  Search  Assistance 

During  the  1980s  five  States  experimented  with  programs  to 
change  the  focus  of  their  unemplojrment  insurance  systems 
from  passive  provision  of  income  support  to  active  efforts  at  re¬ 
employment.  The  programs  profiled  unemployment  insurance 
applicants  and  targeted  those  most  at  risk  for  long  spells  of  un¬ 
employment  for  participation  in  intensive  job  search  assistance 
and  counseling.  All  of  the  experimental  initiatives  realized  cost 
savings,  the  key  to  which  proved  to  be  finding  new  jobs  for 
most  newly  unemployed  workers  quickly.  The  results  dem¬ 
onstrated  that  it  is  cost-effective  to  focus  job  search  assistance 
on  those  most  at  risk  for  long  spells  of  unemployment. 

The  programs  were  rigorously  evaluated  through  random  as¬ 
signment  of  clients  to  either  an  experimental  group  which  par¬ 
ticipated  in  the  program,  or  a  control  group  which  did  not.  On 
average,  those  receiving  job  search  assistance  found  new  em¬ 
ployment  from  half  a  week  to  4  weeks  sooner  than  similar  indi¬ 
viduals  in  the  control  group.  This  reduction  in  unemployment 
not  only  benefited  the  workers  themselves,  but  also  saved  the 
government  between  $1.80  and  $4.80  for  each  dollar  invested 
in  profiling  and  job  search  assistance. 

Facilitating  Retraining 

Needs  for  increased  training  are  not  well  matched  with  the  cur¬ 
rent  complicated  system  of  dozens  of  government-assisted  training 
programs,  each  with  its  own  rules,  regulations,  and  restrictions. 
Therefore,  the  Administration  has  proposed  replacing  this  complex 
system  with  a  single  coherent,  choice-based  system  for  adults.  This 
proposal  will  consolidate  nearly  70  current  training  or  related  pro¬ 
grams.  Dislocated  or  low-income  workers  would  be  eligible  for  “skill 
grants”  of  up  to  $2,620  per  year  for  2  years,  enough  to  cover  tui¬ 
tion,  supplies,  and  fees  at  a  typical  community  college.  Unlike  the 
current  system,  in  which  government  agencies  often  choose  what 
training  workers  will  receive  and  who  will  provide  it,  the  new  skill 
grants  could  be  used  at  any  eligible  training  provider,  including 
community  colleges  and  private  technical  schools. 

An  important  element  of  this  new  system  will  be  the  labor  mar¬ 
ket  information  system  described  above,  in  which  users  have  access 
to  the  track  records  of  local  education,  training,  and  job  placement 
providers.  With  this  information  available,  the  power  of  the  market 
and  of  informed  consumer  choice  should  work  to  weed  out  ineffec¬ 
tive  programs  and  reward  those  that  help  workers  get  the  skills 
they  need. 
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POLICIES  TO  IMPROVE  WORKPLACES 

Policies  to  increase  the  supply  of  skilled  workers  are  important 
but  may  not  be  sufficient  unless  jobs  are  available  that  utilize  the 
enhanced  skills.  Skills  alone  may  not  lead  to  high  wages,  high  pro¬ 
ductivity,  or  even  interesting  work.  This  Administration  is  pursu¬ 
ing  a  number  of  policies  to  enhance  the  trend  toward  workplaces 
that  rely  on  high  levels  of  skill,  lifelong  learning,  and  continuous 
skill  improvement. 

High-performance  workplaces  typically  are  quite  different  from 
traditional  ones.  They  have  been  transformed  so  as  to  give  employ¬ 
ees  greater  ability  and  the  incentive  to  improve  their  workplaces. 
Workers’  ability  to  generate  good  ideas  is  often  strengthened  by 
high  levels  of  training  and  of  information  sharing.  Forms  of  worker 
empowerment  vary  widely  but  often  include  work  teams  and  forms 
of  representative  participation  such  as  elected  committees  of  work¬ 
ers  or  union  representatives.  Incentive  schemes  vary  as  well  but 
typically  reward  individuals  for  leauming  new  skills,  reward  groups 
of  workers  for  their  collective  success,  and  build  cohesiveness  and 
solidarity  more  than  individualistic  competition.  Motivation  is  also 
supported  when  companies  ensure  that  the  efficiency  gains 
achieved  by  implementing  workers’  suggestions  do  not  end  up  cost¬ 
ing  them  their  jobs. 

Although  it  is  difficult  to  obtain  reliable  nationwide  data  on  the 
extent  of  employee  involvement  in  decisionmaking,  the  evidence  is 
that  employee  involvement  and  other  plans  spread  rapidly  during 
the  1980s.  By  the  early  1990s  the  vast  majority  of  very  large  U.S. 
companies  had  experimented  with  at  least  a  small  amount  of  em¬ 
ployee  involvement  in  at  least  a  portion  of  their  organizations,  and 
many  smaller  companies  were  experimenting  as  well.  At  the  same 
time,  however,  only  a  minority  of  companies  reported  widespread 
implementation  of  an  integrated  set  of  high-performance  workplace 
practices. 

The  effects  of  the  high-performance  workplace  can  be  impressive. 
'The  Department  of  Labor  recently  reviewed  a  host  of  studies  on  the 
effects  of  high-performance  work  practices  on  organizational  per¬ 
formance.  The  result  is  a  collage  of  evidence  that  a  coordinated 
change  in  work  organization  can  pay  handsome  rewards.  For  exam¬ 
ple,  a  multiyear  study  of  steel  finishing  lines  identified  four  distinct 
human  resource  management  systems.  The  more  innovative  pro¬ 
duction  lines  had  introduced  problem-solving  teams,  higher  levels 
of  training,  innovative  incentive  compensation  systems,  and  higher 
levels  of  employment  security,  while  the  most  traditional  lines  had 
few  or  none  of  these  practices.  The  more  innovative  lines  enjoyed 
significantly  higher  productivity.  The  most  innovative  lines  ran  98 
percent  of  the  scheduled  time,  while  the  untransformed  plants  ran 
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only  88  percent  of  the  scheduled  time;  plants  intermediate  in  their 
introduction  of  innovative  humem  resource  i>olicies  were  also  inter¬ 
mediate  in  productivity.  Plants  with  more  innovative  practices  also 
produced  higher  quality  steel.  A  separate  study  of  steel  mini-mills 
found  that  high-involvement  plants  not  only  excelled  in  quality  and 
productivity,  but  also  enjoyed  lower  turnover.  These  results  have 
been  replicated  in  a  number  of  other  industries,  as  well  as  in  multi¬ 
industry  studies.  Several  studies  find  that  these  innovative  work¬ 
place  practices  are  associated  with  financial  gains,  such  as  higher 
cash  flow  and  stock  market  value. 

MARKETS  AND  THE  HIGH-PERFORMANCE 
WORKPLACE 

If  high-performance  workplaces  are  so  productive,  why  do  they 
remain  relatively  rare  in  the  United  States?  A  number  of  factors 
can  inhibit  their  spread,  even  when  they  hold  the  promise  of  im¬ 
proved  outcomes  for  both  workers  and  employers. 

One  problem  is  imperfect  information  in  financial  markets.  Rel¬ 
ative  to  other  companies,  high-performance  workplaces  usually  in¬ 
vest  heavily  in  employees’  skills  and  in  the  company’s  reputation 
as  a  trustworthy  employer  and  business  partner.  These  invest¬ 
ments  frequently  take  years  to  pay  off.  Managers  are  able  to  in¬ 
form  investors  about  their  investments  through  many  avenues.  Yet 
investors  will  almost  always  have  better  information  on,  and  thus 
likely  pay  more  attention  to,  investments  that  are  reported  in  pub¬ 
licly  available  financial  statements,  comparable  across  time  and  be¬ 
tween  companies.  Informing  investors  about  investments  in  human 
resources  is  more  difficult  because  no  common  language  exists  to 
describe  them  in  a  way  that  allows  outsiders  to  assess  their  value. 
Partly  because  of  these  communication  problems,  corporate  man¬ 
agers  in  a  recent  survey  rated  employee  satisfaction,  turnover,  and 
training  expenditures  the  3  least  important  out  of  19  measures  of 
financial  and  nonfinancial  performance  to  report  to  outside  inves¬ 
tors.  These  measures  not  only  lagged  earnings  (ranked  first)  and 
capital  expenditures  (14th),  but  even  lost  out  to  corporate  ethics 
statements  (16th). 

Because  human  resource  investments  are  so  hard  to  monitor, 
they  may  be  especially  sensitive  to  cutbacks  during  downturns  in 
a  corporation’s  cash  flow.  These  information  problems,  plus  the 
general  difficulty  that  investors  have  in  knowing  whether  man¬ 
agers  are  investing  for  the  long  run,  can  lead  to  inefficiently  few 
high-performance  workplaces. 

'The  long-term  commitment  of  high-performance  organizations  to 
their  work  forces  can  have  favorable  macroeconomic  effects.  Under 
reasonable  assumptions,  each  firm  that  avoids  layoffs  helps  sta¬ 
bilize  demand  for  other  firms’  products,  which  the  original  firm’s 
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workers,  by  keeping  their  jobs,  are  able  to  continue  purchasing. 
High-performgince  organizations  usually  try  to  build  trust  and  pro¬ 
tect  their  investments  in  workers  by  minimizing  layoffs.  Thus, 
when  an  economy  has  many  high-performance  workplaces  it  may 
well  find  that  its  recessions  become  less  severe. 

The  present  system  of  unemployment  insurance  may  well  encour¬ 
age  layoffs.  Employers  in  most  States  pay  unemployment  insurance 
premiums  that  are  not  closely  related  to  their  record  of  past  layoffs. 
As  a  result,  companies  that  avoid  layoffs  implicitly  subsidize  those 
that  frequently  lay  off  workers. 

Another  set  of  problems  centers  around  deficiencies  in  the  incen¬ 
tive  system  facing  American  managers.  Many  American  managers 
have  spent  years  in  workplaces  designed  for  top-down  control,  not 
for  encouraging  initiative  from  low-level  workers.  In  addition,  new 
work  practices  diffuse  slowly  partly  for  the  same  reason  manage¬ 
ment  initiatives  often  diffuse  slowly — learning  takes  time.  A  num¬ 
ber  of  innovations  ranging  from  hybrid  com  varieties  to  the  divi¬ 
sional  corporate  structure  have  taken  a  generation  or  longer  to 
spread  to  half  the  companies  that  would  eventually  adopt  them, 
and  employee  involvement  appears  to  be  no  exception. 

A  legal  difficulty  augments  these  problems:  some  high-perform¬ 
ance  work  practices  have  been  subject  to  challenge  under  U.S. 
labor  law,  which  has  developed  within  a  decades-long  adversarial 
system  of  worker-management  relations.  Some  forms  of  substantive 
employee  involvement  have  been  found  to  be  in  violation  of  the  Na¬ 
tional  Labor  Relations  Act,  because  they  are  deemed  the  equivalent 
of  “company-dominated  unions”  or  blur  the  legal  line  between 
workers  and  managers. 

The  policy  response  of  the  Administration  to  the  problems  facing 
high-performance  workplaces  is  to  remove  obstacles  and  to  improve 
the  quality  and  delivery  of  information  that  can  facilitate  private- 
sector  initiatives.  The  Department  of  Labor  has  created  a  new  Of¬ 
fice  of  the  American  Workplace  to  reduce  barriers  that  impede  or¬ 
ganizations  from  adopting  high-performance  work  structures.  Its 
initiatives  include  creating  a  clearinghouse  of  information  on  high- 
performance  workplaces,  creating  educational  programs  for  unions 
and  for  CEOs  to  learn  how  to  work  better  together,  and  working 
with  institutional  investors  such  as  pension  funds  to  better  meas¬ 
ure  which  companies  are  investing  in  their  people  for  the  long  run. 
To  examine  a  broad  rsinge  of  workplace  issues,  including  the  legal 
difficulties  mentioned  above,  the  Administration  appointed  a  Com¬ 
mission  on  the  Future  of  Worker-Management  Relations  (Box  5-5). 

The  Administration  is  expanding  the  National  Institute  of  Stand¬ 
ards  and  Technology’s  (NIST)  Manufacturing  Extension  Partner¬ 
ship  (MEP).  MEP  centers  provide  small-  and  medium-sized  manu¬ 
facturers  with  access  to  public  and  private  resources,  information. 
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Box  5-5:  Reforming  Workplace  Regulation 

In  March  1993  the  secretaries  of  Labor  and  Commerce  an¬ 
nounced  the  formation  of  the  Commission  on  the  Future  of 
Worker-Management  Relations  to  study  what,  if  any,  changes 
should  be  made  in  U.S.  workplace  laws  and  regulations  to  fa¬ 
cilitate  employee  participation  and  reduce  labor-management 
conflict.  In  January  1995  the  Commission  released  a  number 
of  recommendations.  These  recommendations,  and  the  reason¬ 
ing  behind  them,  included  the  following: 

•  In  the  1920s  and  early  1930s  many  companies  created 
company-dominated  unions,  largely  in  an  effort  to  keep 
out  independent  unions.  In  response,  the  1935  National 
Labor  Relations  Act  banned  company  unions.  Its  defini¬ 
tion  of  illegal  company  unions  is  very  broad,  however, 
and  encompasses  many  legitimate  employee  involvement 
groups. 

Recommendation:  Continue  to  ban  company  unions,  but 
amend  the  act  to  permit  employee  involvement  groups 
that  improve  productivity  and  safety  and  only  inciden¬ 
tally  discuss  emplojmient  terms  and  conditions. 

•  A  company  must  hold  an  election  on  union  representa¬ 
tion  if  30  percent  of  its  workers  sign  a  petition  calling 
for  such  an  election.  But  often  the  election  is  delayed  for 
months  by  legal  challenges  such  as  disputes  about  the 
size  of  the  bargaining  unit.  In  addition,  in  about  one  out 
of  four  companies  holding  elections,  a  worker  is  dis¬ 
missed  for  being  pro-union;  companies  face  no  threat  of 
punitive  fines  or  sanctions  for  these  illegal  acts. 

Recommendation:  Elections  should  generally  take  place 
within  2  weeks  of  the  request,  with  disputes  settled 
afterward.  Speedy  elections  should  reduce  the  number  of 
labor  law  violations,  hence  reducing  concerns  about  the 
lack  of  penalties. 

•  Millions  of  American  workers  are  injured  and  thousands 
killed  on  the  job  each  year,  yet  safety  regulations  are 
often  burdensome  and  ineffective  and  do  not  permit  com¬ 
panies  and  workers  to  tailor  their  decisions  to  local  con¬ 
ditions. 

Recommendation:  Require  all  but  the  smallest  work¬ 
places  to  have  a  formal  safety  program,  meeting  mini¬ 
mum  standards  such  as  regular  safety  training  and  in¬ 
vestigation  of  all  serious  accidents.  In  workplaces  with 
high-quality  safety  programs,  regulators  should  reduce 
penalties  and  the  frequency  of  inspections. 


and  services  designed  to  increase  firms’  use  of  appropriate  tech¬ 
nologies  and  modem  manufacturing  practices.  Building  work  force 
skill  and  a  work  environment  that  fosters  a  culture  of  continuous 
improvement  is  a  major  factor  in  companies’  ability  to  benefit  from 
these  technologies.  Thus,  the  Administration’s  MEP  program  is 
helping  U.S.  industry  to  move  toward  adoption  of  the  high-perform¬ 
ance  workplace  model.  NIST  is  working  with  the  Department  of 
Labor’s  Office  of  the  American  Workplace  and  its  Employment  and 
Training  Administration  to  create  linkages  between  the  extension 
centers  and  training  and  modernization  services.  In  the  future, 
small  manufacturers  will  be  able  to  work  with  a  local  MEP  center 
for  needs  ranging  from  new  technology  to  redesigning  the  entire 
workplace. 

One  means  of  promoting  high-performance  workplaces  is  through 
recognition  programs,  most  notably  the  Malcolm  Baldrige  National 
Quality  Award  (Box  5-6).  Because  of  its  past  success  in  encourag¬ 
ing  quality  performance,  the  award  program  is  being  expanded  to 
make  schools  and  health  care  enterprises  eligible. 


Box  S-6.— What  Works:  The  Baldrige  Award 

The  Malcolm  Baldrige  National  Quality  Award  measures 
companies’  progress  on  a  number  of  quality  goals.  The  com¬ 
pany  (or  division)  must  provide  evidence  that  it  incorporates  a 
focus  on  quality  into  management  practices,  works  closely  with 
suppliers,  trains  workers  in  quality  techniques,  and  meets  cus¬ 
tomers’  desires.  The  completed  application  must  be  less  than 
70  pa^es.  The  examination  process  begins  with  a  board  of  ex¬ 
aminers  scoring  the  written  application.  The  examiners  are 
recognized  quality  practitioners  themselves,  whose  feedback 
the  contestants  value.  High  scorers  then  have  site  visits  led  by 
a  senior  examiner,  and  winners  are  selected  by  a  panel  of 
judges. 

TTie  Baldrige  Award  has  been  an  effective  catalyst  for  mana¬ 
gerial  change.  More  than  1  naillion  copies  of  the  award  criteria 
have  been  distributed,  and  the  award  serves  as  the  model  in 
many  companies’  internal  evaluations  of  their  move  to  high 
performance. 

Althou^  few  companies  have  won  the  coveted  award,  its  ef¬ 
fects  are  more  broadly  felt.  For  example,  one  truck  engine 
manufacturer  that  was  having  serious  quality  problems  ap¬ 
plied  for  the  Baldrige  Award  as  a  way  of  “turning  a  harsh  spot¬ 
light  on  itself.”  Although  the  company  did  not  come  close  to 
winning,  the  feedback  it  received  led  to  valuable  new  practices 
concerning  worker  training  and  listening  to  truckers’  com¬ 
plaints.  Defect  rates  plunged  from  10  percent  to  below  1  per¬ 
cent  in  only  2  years. 
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REINVENTING  GOVERNMENT  AS  A  HIGH- 
PERFORMANCE  WORKPLACE 

Reinventing  government,  as  noted  in  Chapter  1,  is  crucial  for  cre¬ 
ating  a  government  that  works  better  and  costs  less.  One  key  ele¬ 
ment  of  this  reinvention  is  to  turn  the  Federal  Government  itself 
into  a  high-performance  employer,  one  that  relies  on  the  skills  and 
motivates  the  creativity  of  its  employees  (Box  5-7). 

Box  5-7. — ^Wbat  Works:  Empowering  Civil  Servants  to  Better 
Serve  Citizens 

One  goal  of  the  Vice  President’s  reinventing  government  ini¬ 
tiative  is  to  empower  Federal  employees.  Simply  by  listening 
to  their  good  suggestions,  the  government  can  become  a  better 
provider  of  services.  An  example  of  empowered  civil  servants 
making  good  policy  at  the  front  line  involves  the  restoration  of 
the  Santa  Monica  Freeway  after  California’s  Northridge  earth¬ 
quake  of  January  1994. 

The  Santa  Monica  Freeway  is  one  of  the  most  important 
transportation  corridors  in  the  United  States,  and  for  each  day 
that  it  was  shut  down  the  local  economy  suffered  about  $1  mil¬ 
lion  in  lost  output.  However,  the  highway  administration  often 
takes  over  a  year  just  to  develop  a  plan,  solicit  bids,  review 
proposals,  and  award  funding  for  a  major  project  such  as  re¬ 
building  the  Santa  Monica.  Fortunately,  the  Chief  of  District 
Operations  for  the  Federal  Highway  Administration  in  Sac¬ 
ramento  had  some  ideas  for  improving  the  process. 

The  main  ideas  were  to  speed  up  the  bidding  process  and  to 
award  large  bonuses  to  contractors  who  finished  ahead  of  the 
date  proposed  in  their  bid  (and  impose  equally  large  penalties 
on  contractors  who  missed  deadlines).  By  accelerating  the  com¬ 
petitive  bidding  process  and  rewarding  speedy  completion,  the 
Chief  of  District  Operations  and  other  empowered  Federal  em¬ 
ployees  helped  finish  in  84  days  projects  that  would  normally 
have  taken  2  years.  In  addition,  thanks  to  cooperation  between 
groups  ranging  from  Amtrak  and  the  Army  Corps  of  Engineers 
to  the  city’s  transportation  department,  traffic  patterns  were 
quickly  rerouted,  averting  gridlock. 

Reinventing  procurement,  as  described  in  Chapter  4,  is  another 
key  aspect  of  reinventing  government.  Part  of  reinventing  procure¬ 
ment  involves  purchasing  more  goods  and  services  on  the  basis  of 
expected  quality  as  well  as  low  price.  In  the  private  sector  many 
large  customers  have  increasingly  relied  on  certifications  of  the 
quality  processes  of  their  suppliers,  often  using  certifications  very 
similar — or  even  identical — to  those  of  the  Baldrige  Award. 


and  services  designed  to  increase  firms’  use  of  appropriate  tech¬ 
nologies  and  modern  manufacturing  practices.  Building  work  force 
skill  and  a  work  environment  that  fosters  a  culture  of  continuous 
improvement  is  a  major  factor  in  companies’  ability  to  benefit  from 
these  technologies.  Thus,  the  Administration’s  MEP  program  is 
helping  U.S.  industry  to  move  toward  adoption  of  the  high-perform¬ 
ance  workplace  model.  NIST  is  working  with  the  Department  of 
Labor’s  Office  of  the  American  Workplace  and  its  Employment  and 
Training  Administration  to  create  linkages  between  the  extension 
centers  and  training  and  modernization  services.  In  the  future, 
small  manufacturers  will  be  able  to  work  with  a  local  MEP  center 
for  needs  ranging  from  new  technology  to  redesigning  the  entire 
workplace. 

One  means  of  promoting  high-performance  workplaces  is  through 
recognition  programs,  most  notably  the  Malcolm  Baldrige  National 
Quality  Award  (Box  5-6).  Because  of  its  past  success  in  encourag¬ 
ing  quality  performance,  the  award  program  is  being  expanded  to 
make  schools  and  health  care  enterprises  eligible. 


Box  5-6. — What  Works:  The  Baldrige  Award 

The  Malcolm  Baldrige  National  Quality  Award  measures 
companies’  progress  on  a  number  of  quality  goals.  The  com¬ 
pany  (or  division)  must  provide  evidence  that  it  incorporates  a 
focus  on  quality  into  management  practices,  works  closely  with 
suppliers,  trains  workers  in  quality  techniques,  and  meets  cus¬ 
tomers’  desires.  The  completed  application  must  be  less  than 
70  pages.  The  examination  process  begins  with  a  board  of  ex¬ 
aminers  scoring  the  written  application.  The  examiners  are 
recognized  quality  practitioners  themselves,  whose  feedback 
the  contestants  value.  High  scorers  then  have  site  visits  led  by 
a  senior  examiner,  and  winners  are  selected  by  a  panel  of 
judges. 

The  Baldrige  Award  has  been  an  effective  catalyst  for  mana¬ 
gerial  change.  More  than  1  million  copies  of  the  award  criteria 
have  been  distributed,  and  the  award  serves  as  the  model  in 
many  compeinies’  internal  evaluations  of  their  move  to  high 
performance. 

Although  few  companies  have  won  the  coveted  award,  its  ef¬ 
fects  are  more  broadly  felt.  For  example,  one  truck  engine 
manufacturer  that  was  having  serious  quality  problems  ap¬ 
plied  for  the  Baldrige  Award  as  a  way  of  “turning  a  harsh  spot¬ 
light  on  itself.”  Although  the  company  did  not  come  close  to 
winning,  the  feedback  it  received  led  to  valuable  new  practices 
concerning  worker  training  and  listening  to  truckers’  com¬ 
plaints.  Defect  rates  plunged  from  10  percent  to  below  1  per¬ 
cent  in  only  2  years. 
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The  Administration,  drawing  on  successful  private  sector  experi¬ 
ence,  is  also  beginning  to  use  existing  supplier  certifications  and 
awards  to  improve  procurement.  These  efforts  to  promote  purchas¬ 
ing  from  high-quality  suppliers  should  not  only  save  the  govern¬ 
ment  money  but  also  increase  the  quality  of  U.S.  jobs,  because 
high-quality  suppliers  tend  to  rely  on  their  workers  for  help  in  im¬ 
proving  quality. 


CONCLUSION 

The  U.S.  labor  market  is  a  leader  among  the  industrialized  na¬ 
tions  in  job  creation.  At  the  same  time,  however,  wages  have  stag¬ 
nated  for  many  Americams  and  declined  markedly  for  those  at  the 
bottom  of  the  income  ladder. 

No  single  policy  will  reverse  this  disappointing  performance,  but 
taken  together,  the  policies  described  in  this  chapter  can  enhance 
the  chances  of  all  Americans  to  live  prosperous,  middle-class  lives. 
These  policies  will  increase  the  likelihood  that  children  will  be  bom 
healthy,  enter  school  ready  to  learn,  and  stay  there  long  enough  to 
learn  the  skills  they  will  need  in  the  workplace  of  the  future.  Policy 
innovations  in  the  labor  market  promise  new  entrants  better  pros¬ 
pects  for  finding  a  satisfying  first  job,  and  all  workers  a  greater 
likelihood  of  smoother  transitions  between  jobs  and  of  continued 
learning  on  their  jobs  and  throughout  their  careers.  If  successful, 
these  policies  will  promote  higher  productivity  sind  rising  living 
standards,  as  well  as  make  work  more  interesting  for  all. 
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CHAPTER  6 


Liberalizing  International  Trade 

SINCE  THE  SECOND  WORLD  WAR  the  United  States  has 
taken  the  lead  in  championing  liberalized  trade  Eind  open  markets. 
A  series  of  trade  negotiations  at  a  variety  of  levels  has  produced 
a  world  economy  that  is  far  more  open,  integrated,  and  efficient 
than  that  of  the  1950s.  For  the  globed  economy  this  has  meant  an 
extraordinary  expansion  of  income,  not  only  in  the  industrialized 
world  but  shared  by  those  developing  countries  that  were  willing 
to  promote  international  trade.  For  producers,  trade  liberalization 
has  meant  access  to  lower  cost  supplies  and  the  ability  to  reap  re¬ 
turns  on  investment  over  a  much  larger  market.  For  consumers  it 
has  meant  wider  choices,  higher  quality,  lower  prices,  and  higher 
real  incomes. 

In  the  1950s  almost  all  trade  was  in  commodities  or  manufac¬ 
tured  goods,  transported  by  sea,  and  trade  barriers  consisted  of  tar¬ 
iffs  and  quotas.  Levels  of  trade  protection  were  high,  and  negotiat¬ 
ing  reductions  was  relatively  easy.  Trade  negotiations  today  are 
severalfold  more  difficult.  Tariffs,  which  are  easily  observed  and 
compared,  are  now  much  less  important.  Tighter  integration  among 
economies  has  shifted  the  emphasis  of  negotiations  to  domestic 
practices  that  inhibit  trade,  while  new,  nontariff  trade  barriers 
have  been  devised  to  take  the  place  of  those  reduced  through  nego¬ 
tiation.  Trade  in  intellectual  property,  technology-intensive  goods, 
emd  a  wide  array  of  services  has  changed  the  product  landscape, 
and  trade  now  takes  place  among  a  much  wider  group  of  countries. 
In  the  1990s,  firms  regularly  operate  subsidiaries  in  their  major 
overseas  markets,  blurring  the  definition  of  what  is  a  national  firm. 
Their  foreign  direct  investment  has  both  pushed  the  expansion  of 
trade  and,  in  many  industries,  been  pulled  by  the  necessity  to  be 
in  close  touch  with  customers,  so  that  rules  governing  foreign  in¬ 
vestment  now  have  a  direct  effect  on  trade.  All  of  these  changes 
have  made  the  pursuit  of  effective  trade  liberalization  more  chal¬ 
lenging. 

This  Administration,  like  its  predecessors,  has  responded  to 
these  changes  by  pursuing  liberalization  and  the  promotion  of  ex¬ 
ports  at  a  variety  of  negotiating  levels.  The  American  approach  has 
been  that  of  nondiscrimination:  negotiated  reductions  in  trade  bar¬ 
riers  should  apply  to  all  trading  nations;  individual  nations  should 
not  cut  deals  that  benefit  themselves  at  the  expense  of  others.  This 
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principle  of  U.S.  diplomacy  goes  back  to  the  Nation’s  early  history 
as  a  new  entrant  in  the  trading  world,  but  it  has  roots  in  both  fair¬ 
ness  and  economic  efhciency.  Nondiscrimination  as  a  goal  received 
powerful  support  from  the  disastrous  experience  of  discriminatory 
trade  and  payment  regimes  during  the  Great  Depression.  Often 
called  the  most-favored-nation  (MFN)  principle,  since  each  partici¬ 
pant  receives  the  same  treatment  accorded  the  “most-favored  na¬ 
tion,”  nondiscrimination  formed  the  basis  of  the  postwar  trade 
order. 

Even  though  nations  will  seek  concessions  by  others  in  areas  of 
most  immediate  interest  to  themselves,  nondiscrimination  makes 
trade  liberalization  a  public  good — ^what  is  produced  by  one  country 
in  negotiation  with  another  is  available  to  all.  This  gives  rise  to  the 
coordination  problem  shared  by  all  public  goods,  that  of  getting 
each  party  to  participate  rather  than  sit  back  and  let  others  do  the 
liberalizing,  free-riding  on  their  efforts.  The  solution  to  this  di¬ 
lemma  requires  commitment  on  the  part  of  the  major  trading  na¬ 
tions,  coupled  with  ingenuity  and  the  artful  use  of  the  fear  of  exclu¬ 
sion.  Thus,  while  the  United  States  has  continued  to  support  multi¬ 
lateral  liberalization  efforts,  it  has  been  forceful  in  bilateral  nego¬ 
tiations  as  well,  and  has  also  pursued  liberalization  on  a  regional 
basis,  both  as  a  way  of  extending  market  opening  and  as  a  way  of 
pressing  for  greater  liberalization  in  the  full  multilateral  arena. 

This  Administration  has  achieved  remarkable  success  at  each  of 
these  three  levels  of  trade  negotiations.  After  7  years  of  negotiating 
and  two  missed  final  deadlines,  the  Administration  brought  the 
most  ambitious  of  postwar  multilateral  negotiations,  the  Uruguay 
Round,  to  a  successful  conclusion.  At  the  regional  level  the  Admin¬ 
istration  brought  about  the  enactment  of  the  North  American  Free 
Trade  Agreement  (NAFTA)  with  Canada  and  Mexico,  and  has 
reached  agreements  to  move  toward  free  trade  in  the  entire  West¬ 
ern  Hemisphere  and  in  the  Asia-Pacific  region.  At  the  bilateral 
level  the  Administration  has  concluded  a  number  of  agreements, 
the  most  important  of  them  within  the  Framework  for  a  New  Eco¬ 
nomic  Partnership  with  Japan. 

In  its  first  2  years  in  office  the  Administration  has  achieved  more 
in  international  trade  policy  than  any  other  postwar  administra¬ 
tion.  The  agreements  it  has  reached  and  implemented  change  the 
landscape  of  future  trade  issues.  This  chapter  reviews  those  agree¬ 
ments  and  their  consequences  for  the  United  States  and  the  world 
trading  order,  and  then  explores  the  issues  that  will  govern  future 
trade  relations. 
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MULTILATERAL  INITIATIVES:  THE  URUGUAY 
ROUND  AND  THE  WORLD  TRADE  ORGANIZATION 

The  Uruguay  Round  took  a  full  7  years  (1986-93)  to  complete, 
and  the  resulting  agreement  is  by  far  the  most  extensive  and  com¬ 
prehensive  yet  concluded  under  the  General  Agreement  on  Tariffs 
and  Trade,  or  GATT  (Table  6-1).  It  goes  beyond  all  previous  GATT 
agreements  in  three  respects  (Box  6-1).  First,  it  deals  more  directly 
and  extensively  with  nontariff  barriers  to  trade  than  any  past 
agreement.  Second,  it  brings  several  major  product  sectors  under 
international  trade  rules  for  the  first  time.  Finally,  the  agreement 
goes  a  long  way  toward  establishing  a  single  set  of  trade  rules  ap¬ 
plicable  to  all  member  countries,  limiting  the  ability  of  countries  to 
pick  and  choose  what  trade  obligations  they  will  accept.  The  Uru¬ 
guay  Round  agreement  offers  huge  benefits  for  the  United  States 
and  for  the  other  signatories  and  will  shape  the  future  of  multilat¬ 
eral  trade  negotiations. 


Table  6-1. — GATT  Negotiating  Rounds 


Negotiating  round 

Dates 

Number  of 
participants 

Tariff  cut 
achieved 
(percent) 

Comments 

Geneva  . 

1947 

23 

Annecy  . 

1949 

13 

Torquay . 

1951 

38 

Geneva . 

1956 

26 

Dillon  Round  . 

1960-61 

26 

I 

Kennedy  Round  . 

1964-67 

62 

35 

Antidumping  agreement  signed 

Tokyo  Round . 

1973-79 

99 

33 

Addressed  nontariff  as  well  as  tariff  barriers:  codes  (op- 

tional)  on  government  procurement,  dumping,  sub¬ 
sidies,  standards,  and  customs  valuation 

Uruguay  Round . 

1986-93 

125 

40 

Addressed  nontariff  as  well  as  tariff  barriers;  covered 

_ 1 

new  areas  of  agriculture,  services,  intellectual  prop¬ 
erty;  strengthened  dispute  settlement 

Note. — Tariff  cuts  achieved  are  those  agreed  to  by  the  major  industrial  countries  on  industrial  products.  The  tariff  cut 
achieved  in  the  first  five  negotiations  is  an  estimate.  Tariffs  fell  from  an  average  of  about  40  percent  at  the  time  of  GAITs 
founding  to  7  percent  by  the  beginning  of  the  Tokyo  Round. 

Source:  General  Agreement  on  Tariffs  and  Trade. 


TARIFF  AND  NONTARIFF  MEASURES 

Even  in  the  traditional  areas  of  trade  negotiation  the  Uruguay 
Round  marks  a  significant  achievement.  The  agreement  reduces 
average  industrial  product  tariffs  by  34  percent  oversdl,  and  by  40 
percent  for  industrial  countries.  Tariffs  were  eliminated  entirely  in 
“zero-for-zero”  agreements  in  several  sectors,  including  pharma¬ 
ceuticals,  steel,  construction  equipment,  medical  equipment,  and 
paper.  Overall,  the  Round  is  estimated  to  result  in  a  $744  billion 
cut  in  world  tariffs  over  the  next  10  years.  In  addition,  many  coun¬ 
tries  agreed  for  the  first  time  to  bind  (cap)  a  significant  portion  of 
their  tariffs,  giving  up  the  possibility  of  future  rate  increases  above 
the  bound  levels.  The  increase  in  tariff  bindings  among  less  devel- 
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Box  6-1. — Uruguay  Round  Highlights 

Tariffs.  The  Uruguay  Round  agreement  achieved  a  34-per¬ 
cent  average  reduction  of  industrial  product  tariffs.  Most  of 
these  tariffs  are  now  bound  (capped). 

Agriculture.  The  agreement  converts  quotas  and  other  trade 
restraints  to  bound  tariffs.  It  requires  cuts  in  export  and  do¬ 
mestic  subsidies  and  minimum  market  access  commitments. 

Textiles  and  clothing.  The  agreement  eliminates  quotas  on 
textile  and  clothing  imports  over  a  10-year  period. 

Services.  The  agreement  extends  MFN  treatment,  national 
treatment,  and  other  principles  to  service  sectors  in  which 
countries  make  specific  market-opening  commitments.  Specific 
sectoral  commitments  were  negotiated  or  are  being  negotiated. 

Intellectual  property.  Patent,  trademark,  and  copyright  pro¬ 
tections  are  recognized  as  trade  obligations  and  strengthened. 

Rules  governing  trade.  So-called  voluntary  export  restraints 
are  forbidden,  and  country-specific  import  safeguard  measures 
are  allowed  only  in  limited  circumstances.  Antidumping  proce¬ 
dures  become  subject  to  limited  duration  (‘sunset’)  provisions 
and  improved  standards  of  transparency  and  procedural  fair¬ 
ness.  Subsidies  are  divided  into  categories:  those  prohibited 
outright,  those  subject  to  countervailing  duties  if  they  cause  in¬ 
jury  to  producers  in  other  countries,  and  those  explicitly  de¬ 
clared  exempt  from  such  duties. 

Trade-related  investment  measures.  Measures  requiring  for¬ 
eign  subsidiaries  to  achieve  a  specified  minimum  level  of  do¬ 
mestic  content  in  their  production  or  requiring  that  imports  be 
balanced  by  equivalent  exports,  as  well  as  certain  other  meas¬ 
ures,  are  to  be  eliminated  within  2  years  for  developed  coun¬ 
tries,  and  within  5  years  for  less  developed  countries. 

“Single  undertaking.”  With  the  exception  of  a  few  sectoral 
agreements,  a  single  set  of  trade  rules  applicable  to  all  signato¬ 
ries  is  established. 

World  Trade  Organization  (WTO).  The  agreement  ends  the 
ambiguous  foundation  for  world  trade  that  the  GATT  had  pro¬ 
vided,  regularizing  and  creating  a  legal  basis  for  previous 
GATT  practice.  The  WTO  provides  a  single  umbrella  for  trade 
agreements  in  goods,  services,  intellectual  property,  and  other 
areas. 

Dispute  settlement.  Disputes  involving  all  WTO  matters  are 
subject  to  a  single  dispute  settlement  process.  Losers  in  a 
panel  decision  may  take  the  matter  to  a  new  Appellate  Body 
but  no  longer  have  the  ability  to  block  panel  decisions.  Retalia¬ 
tion  is  authorized  in  the  absence  of  a  settlement. 
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oped  countries  was  striking:  by  the  end  of  the  Round  73  percent  of 
their  industrial  product  tariffs,  covering  over  60  percent  of  total  im¬ 
ports,  were  bound. 

The  Round  made  significant  progress  in  reducing  or  eliminating 
nontariff  barriers.  The  government  procurement  agreement 
strengthens  the  provisions  of  the  earlier  Tokyo  Round  code,  open¬ 
ing  a  wider  range  of  markets  for  signatory  countries.  In  addition, 
the  Round  made  extensive  efforts  to  eliminate  quantity  restraints 
on  trade  and  require  countries  to  rely  instead  on  price  (tariff) 
measures.  In  the  textile  and  apparel  sector,  the  various  bilateral 
quotas  that  have  arisen  to  control  international  trade  are  to  be 
raised,  and  phased  out  entirely  by  2005.  In  agriculture,  quan¬ 
titative  restraints  and  other  nontariff  barriers  to  trade  are  to  be  re¬ 
placed  by  tariffs  of  equivalent  restrictiveness.  Finally,  the  safe¬ 
guards  agreement  prohibits  the  use  of  voluntary  export  restraints. 

The  elimination  of  quantity  restraints  on  trade,  even  when  re¬ 
placed  by  tariffs  that  reduce  trade  by  the  same  amount,  is  an  im¬ 
portant  liberalizing  step.  With  a  quota,  when  imports  reach  the 
quota  limit,  the  domestic  market  is  completely  insulated  from  for¬ 
eign  competition.  Quotas  effectively  carve  up  the  market,  whereas 
tariffs  maintain  competition.  The  anticompetitive  effect  is  most 
striking  if  domestic  producers  collude  to  raise  prices.  Under  a 
quota,  imports  cannot  respond  and  thus  provide  no  brake  on  do¬ 
mestic  price  increases,  whereas  under  a  tariff,  imports  increase  at 
the  tariff-inclusive  price,  limiting  the  ability  of  producers  to  raise 
prices. 

NEW  SECTORS 

The  Uruguay  Round  achieved  significant  liberalizations  in  the 
traditional  areas  of  trade  negotiations,  but  what  made  it  a  break¬ 
through  agreement  was  its  extension  of  trade  disciplines  to  three 
new  areas:  agriculture,  services,  and  intellectusd  property. 

Agriculture 

The  Uruguay  Round  for  the  first  time  brings  agriculture,  a  sector 
that  accounts  for  13  percent  of  world  trade,  under  international 
trade  rules.  Measures  to  support  farm  incomes  in  the  industrisd 
countries  have  led  to  a  variety  of  trade-restraining  measures,  ex¬ 
cess  production,  and  an  expensive  system  of  export  subsidization 
that  has  done  little  to  increase  world  demand  for  agricultural  prod¬ 
ucts  but  has  greatly  depressed  world  agricultural  prices. 

The  agriculture  agreement  requires  that  nontariff  barriers  to  ag¬ 
ricultural  trade  be  converted  to  their  tariff  equivalents,  and  that 
the  resulting  tariffs  be  reduced  by  a  minimum  of  15  percent  in  each 
tariff  line  and  by  an  average  of  36  percent  overall.  Countries  are 
also  required  to  grant  minimum  market  access  in  products  where 
there  has  been  little  or  no  trade.  This  means  the  end  of  the  bans 
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on  rice  imports  in  Japan  and  the  Republic  of  Korea,  and  commit¬ 
ments  by  all  countries  to  increase  wheat,  com,  rice,  and  barley  im¬ 
ports  by  a  total  of  3.5  million  metric  tons. 

The  agreement  also  contains  first  steps  to  reduce  agricultural 
subsidies.  Export  subsidies  must  be  reduced  by  36  percent  in  value 
from  1986-90  levels  over  6  years,  emd  the  volume  of  subsidized  ex¬ 
ports  by  21  percent.  Since  current  U.S.  and  European  subsidy  lev¬ 
els  exceed  this  base,  the  actual  reduction  will  be  considerably  high¬ 
er.  Domestic  subsidies  that  increase  output  must  be  reduced  by  20 
percent  from  their  198&-90  levels. 

Since  the  United  States  has  a  strong  underlying  comparative  ad¬ 
vantage  in  agriculture,  the  mutual  reduction  in  trade  barriers  and 
subsidization  will  be  to  the  distinct  advantage  of  U.S.  producers. 
Because  European  export  subsidization  in  the  base  period  used  for 
calculating  reductions  was  14  times  that  of  the  United  States,  and 
domestic  support  4  times  as  great,  the  European  Union’s  subsidy 
reductions  will  dwarf  those  of  the  United  States.  As  a  result  of 
world  income  gains  and  the  realignment  of  world  sales  due  to  the 
Uruguay  Round  agreement,  annual  U.S.  agricultural  exports  are 
expected  to  increase  by  somewhere  between  $4.7  billion  and  $8.7 
billion  by  2005. 

Services 

The  second  new  area  opened  by  the  Uruguay  Round  is  inter¬ 
national  trade  in  services.  This  trade  has  grown  to  $1  trillion  per 
year  and  now  accounts  for  over  a  fifth  of  all  international  trade. 
Services  trade  liberalization  is  of  major  concern  to  the  United 
States,  the  world’s  largest  services  exporter,  with  annual  exports  of 
over  $170  billion  and  a  surplus  of  $59  billion  in  1993. 

The  General  Agreement  on  Trade  in  Services  (GATS)  is  the  first 
multilateral  agreement  covering  services  trade  issues.  The  GATS 
has  two  distinct  components.  The  first  is  a  general  statement  of 
principles,  such  as  national  treatment  and  MEN  treatment,  that 
cover  trade  in  services,  along  with  descriptions  of  how  these  are  to 
be  interpreted  in  individual  sectors  (Box  6-2).  Recognizing  the  dif¬ 
fering  ways  in  which  services  trade  can  take  place,  the  GATS  cov¬ 
ers  cross-border  trade,  movement  of  persons,  and  investment  is¬ 
sues.  'The  agreement  creates  a  general  obligation  to  offer  MEN 
treatment  to  signatories,  requires  transparency  in  regulation  of 
services,  and  brings  services  trade  disputes  under  the  general  dis¬ 
pute  settlement  mech2inism  of  the  WTO. 

'The  first  component  of  the  services  agreement  does  not  in  itself 
create  any  liberalization  of  services  trade.  Liberalization  is  pro¬ 
vided  in  the  second  component,  where  each  country  lists  the  sectors 
to  which  it  will  apply  GATS  obligations,  as  well  as  any  exceptions 
to  those  obligations  that  it  will  maintain  in  each  sector.  Once  a  sec¬ 
tor  emd  its  exceptions  are  listed,  those  commitments  are  bound. 
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Box  6-2. — ^National  Treatment,  MFN,  and  Market  Access  Under 
the  GATT  and  the  GATS 

The  fundamental  principles  on  which  the  GATS  is  based 
mirror  in  many  ways  those  applied  to  goods  within  the  GATT, 
but  there  are  some  important  differences. 

Most-Favored-Nation  Treatment 

GATT:  A  countiy  agrees  to  treat  goods  from  other 
GATT  members  no  less  favorably  than  it  treats  those 
from  any  other  foreign  supplier,  on  tariffs  and  other 
measures  that  affect  the  import  or  export  of  goods. 

GATS:  Identical,  except  that  there  is  a  one-time  oppor¬ 
tunity  to  exempt  specific  service  sectors  from  MFN  obli¬ 
gations,  for  a  period  of  up  to  10  years. 

National  Treatment 

GATT:  Once  foreign  goods  have  entered  a  country  and 
paid  any  tariffs  or  other  customs  duties,  they  must  be 
treated  no  less  favorably  than  domestically  produced 
goods,  and  subject  to  no  taxes  or  charges  that  are  not 
also  levied  on  domestically  produced  goods. 

GATS:  The  same,  but  only  for  sectors  listed  by  coun¬ 
tries  in  their  sectoral  commitments,  and  subject  to  any 
exceptions  listed  in  those  a>mmitments. 

Market  Access 

GATT:  No  obligation. 

GATS:  No  explicit  definition.  However,  countries  agree 
not  to  impose  various  limitations  (on  total  value  or  quan¬ 
tity,  extent  of  foreign  investment  or  ownership,  or  num¬ 
ber  of  persons  employed)  in  sectors  in  which  they  make 
commitments. 

and  no  further  limitations  on  trade  may  be  applied.  The  sectoral 
commitments,  although  neither  as  extensive  as  originally  sought  by 
the  United  States  nor  as  far-reaching  as  those  under  NAFTA,  do 
contain  important  liberalizations.  Most  country  commitments  in¬ 
clude  a  standstill  on  new  barriers,  which  is  significant  in  many 
countries  where  services  sector  regulation  is  just  beginning  to  de¬ 
velop.  Countries  made  broad  commitments  in  trade  in  professional 
services  and  tourism  and  agreed  not  to  restrict  access  to  tele¬ 
communications  services  to  resident  foreign-owned  service  provid¬ 
ers.  Negotiations  on  specific  commitments  in  financial  services, 
basic  telecommunications,  and  maritime  transport  services  were 
not  completed  by  the  end  of  the  Round  and  are  to  continue.  Despite 
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the  negotiations  that  remain,  the  GATS  is  a  breakthrough,  not  only 
for  the  specific  liberalizations  that  it  contains  but  also  because  it 
establishes  the  framework  for  further  liberalization  of  trade  in 
services,  just  as  the  GATT  did  for  goods  in  1947. 

Intellectual  Property  Protection 

The  extension  of  multilateral  trade  rules  to  intellectual  property 
protection  is  a  further  area  where  the  Uruguay  Round  broke  new 
ground.  The  Agreement  on  Trade-Related  Asi)ects  of  Intellectual 
Property  Rights  (TRIPs)  adopts  and  strengthens  existing  conven¬ 
tions  on  intellectual  property,  adds  protection  for  several  new  areas 
including  integrated  circuits  and  computer  software,  and  provides 
a  mechanism  to  enforce  intellectual  property  rights.  It  also  extends 
national  and  MFN  treatment  to  intellectual  property  holders.  The 
agreement,  with  just  a  few  exceptions,  eliminates  the  ability  of 
countries  to  deny  patentability  to  certain  categories  of  inventions 
such  as  pharmaceuticals  and  restricts  forced  licensing  of  tech¬ 
nology. 

Enforceability  was  a  major  concern  in  the  negotiation.  Principles 
of  intellectual  property  law  are  set  out  in  the  agreement,  along 
with  requirements  for  transparency  in  application  procedures,  and 
disputes  are  covered  in  the  general  WTO  dispute  settlement  mech¬ 
anism.  In  return  for  substantial  concessions  on  protection  and  en¬ 
forceability,  less  developed  countries  received  a  lengthy  transition 
period:  5  years  for  most  of  these  countries  and  11  years  for  the 
least  developed  ones. 

WIDENING  PARTICIPATION 

A  failing  of  past  trade  negotiations  was  the  limited  number  of 
countries  that  were  active  negotiating  participants — many  coun¬ 
tries  remained  on  the  sidelines  as  free  riders  on  others’  liberaliza¬ 
tions.  Moreover,  by  the  time  the  Uruguay  Round  was  launched, 
GATT  obligations  had  become  a  kind  of  a  la  carte  system,  where 
countries  were  free  to  subscribe  to  the  agreements  they  chose  and 
abstain  from  others.  The  Uruguay  Round  reversed  this  trend,  both 
increasing  the  number  of  countries  making  concessions  and  achiev¬ 
ing  a  much  greater  uniformity  in  the  rights  and  obligations  of 
GATT  (now  WTO)  members. 

The  increased  participation  of  countries  in  the  negotiations  was 
in  large  part  due  to  a  sea  change  in  ideology  in  developing  coun¬ 
tries  in  favor  of  privatization,  economic  liberalization,  and  competi¬ 
tion,  as  described  in  more  detail  below.  But  it  also  had  much  to  do 
with  the  fact  that  the  Uruguay  Round  was  a  “grand  bargain,”  link¬ 
ing  concessions  by  less  developed  countries  on  tariffs,  services,  and 
intellectual  property  with  liberalization  of  trade  in  textiles,  ap¬ 
parel,  and  agriculture. 
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The  Uruguay  Round  has  also  done  much  to  establish  a  single 
rulebook  for  international  trade  competition.  In  contrast  to  pre¬ 
vious  negotiations  the  outcome  of  the  Uruguay  Round,  and  WTO 
membership,  is  a  single  undertaking.  With  few  exceptions  (notably 
the  agreement  on  government  procurement),  countries  joining  the 
WTO  agree  to  all  of  its  obligations — ^the  GATT  itself,  the  GATS,  the 
TRIPs  agreement,  dispute  settlement  procedures,  and  others.  Fi¬ 
nally,  the  increasing  perceived  value  of  trade  liberalization  in  many 
market  economies  and  the  breakdown  of  central  planning  in  the 
economies  in  transition  have  resulted  in  a  large  number  of  new  ap¬ 
plicants  for  WTO  membership,  including  China  and  Russia.  Their 
accession  negotiations  require  both  adoption  of  WTO  obligations 
and  initial  liberalization  of  trade,  expanding  the  number  of  coun¬ 
tries  trading  by  a  single  set  of  rules. 

DISPUTE  SETTLEMENT 

Strengthening  the  GATT  dispute  settlement  mechanism  has  been 
a  longstanding  goal  of  the  United  States;  indeed,  it  was  listed  first 
among  the  principsd  U.S.  negotiating  objectives  in  the  Omnibus 
Trade  and  Competitiveness  Act  of  1988.  The  previous  GATT  dis¬ 
pute  mechanism  suffered  from  long  delays,  the  ability  of  accused 
parties  to  block  decisions  of  GATT  panels  that  went  against  them, 
and  inadequate  enforcement.  The  dispute  settlement  agreement  ad¬ 
dresses  each  of  these  issues.  It  guarantees  the  formation  of  a  dis¬ 
pute  panel  once  a  case  is  brought  and  sets  time  limits  for  each 
stage  of  the  process.  The  decision  of  the  panel  may  be  taken  to  a 
newly  created  Appellate  Body,  but  the  accused  party  can  no  longer 
block  the  final  decision.  A  country  that  loses  a  dispute  must  either 
bring  the  offending  practice  into  conformity,  offer  suitable  com¬ 
pensation  to  the  aggrieved  parties,  or  face  retaliation,  which  is  now 
authorized  under  the  agreement.  Furthermore,  this  strengthened 
mechanism  now  becomes  the  single  dispute  settlement  mechanism 
for  the  WTO,  covering  the  GATT,  the  GATS,  the  agreement  on  in¬ 
tellectual  property,  and  other  agreements. 

The  dispute  settlement  issue  has  been  important  to  the  United 
States  because  this  country  has  been  the  most  frequent  user  of  the 
GATT  dispute  mechanism.  Frustration  with  the  old  mechanism 
was  one  of  the  factors  behind  the  development  and  use  of  Section 
301  of  the  Trade  Act  of  1974,  which  allows  the  United  States  to  re¬ 
taliate  against  “unjustifiable”  or  “unreasonable”  foreign  practices 
that  hinder  U.S.  commerce.  The  new  dispute  settlement  mecha¬ 
nism  changes  the  sequence  in  which  Section  301  is  used  but  does 
little  else  to  limit  its  use.  Section  301  requires  that,  if  a  case  in¬ 
volves  an  existing  trade  agreement,  the  United  States  must  use  the 
dispute  settlement  provisions  of  that  agreement.  If  the  United 
States  wins  a  WTO  case,  and  if  the  losing  party  does  not  then 


211 


cheinge  its  practice  or  offer  suitable  compensation,  Section  301  re¬ 
taliation  is  authorized  by  the  WTO. 

Perhaps  the  most  important  use  of  Section  301  has  been  in  the 
promotion  of  U.S.  interests  in  cases  not  covered  by  multilateral 
trade  rules,  such  as  services  and  intellectual  property  in  the  past. 
Here  Section  301  can  be  used  as  before  both  to  promote  U.S.  inter¬ 
ests  and  to  prompt  multilateral  negotiations  on  new  liberalization. 
Even  with  modifications  in  the  use  of  the  legislation,  the  package 
of  the  new  dispute  settlement  mechanism  plus  Section  301  is  a  far 
stronger  vehicle  for  defending  U.S.  interests.  A  strengthened  dis¬ 
pute  settlement  mechanism  and  multilateral  backing  for  retaliation 
greatly  increase  the  leverage  the  United  States  will  have  in  pro¬ 
tecting  its  trading  rights. 

THE  WORLD  TRADE  ORGANIZATION  AND 
U.S.  SOVEREIGNTY 

The  GATT  of  1947  was  unusual  in  that  it  started  out  as  a  trade 
agreement,  not  an  organization.  Through  improvisation  and  experi¬ 
ence  its  small  secretariat  became  an  effective  coordinating  body  for 
multilateral  trade  negotiations.  The  Uruguay  Round  establishes  a 
World  Trade  Organization  to  bring  under  a  single  umbrella  a  vari¬ 
ety  of  trade  agreements  negotiated  under  GATT  auspices  along 
with  the  single  dispute  settlement  mechanism,  and  to  regularize 
and  clarify  the  practice  that  had  been  built  up  under  the  GATT. 
Although  both  the  single  undertaking  and  strengthened  dispute 
settlement  were  U.S.  objectives  in  the  Round  from  the  beginning, 
their  achievement  and  the  creation  of  the  WTO  have  raised  fears 
in  some  quarters  that  the  United  States  might  be  surrendering  sov¬ 
ereignty  to  an  international  organization  over  which  it  would  have 
little  control. 

These  fears  are  unwarranted.  The  WTO  is  an  administrative 
body,  designed  to  facilitate  trade  negotiations  and  dispute  settle¬ 
ment  among  its  members,  not  a  legislature  for  creating  obligations. 
Its  charter  explicitly  links  it  to  the  decisions  and  customary  prac¬ 
tice  under  the  GATT,  including  the  dependence  on  consensus  in 
reaching  decisions.  Although  the  principle  of  one  country,  one  vote 
has  always  characterized  the  GATT,  in  fact  GATT  votes  were  al¬ 
most  never  taken;  decisions  were  reached  on  the  basis  of  consensus 
among  members.  In  practice,  the  United  States  has  always  had  a 
major  influence  over  the  course  of  GATT  policy,  not  because  it  has 
had  a  larger  formal  vote  but,  in  baldest  terms,  because  it  brought 
the  largest  market  to  the  table.  The  WTO  does  not  change  this. 
What  the  WTO  does  is  to  define  fallback  requirements  if  consensus 
is  not  reached.  These  are  both  limited  in  scope  and  stringent.  Inter¬ 
pretations  of  agreements  and  waivers  of  obligations  require  a 
three-fourths  majority  of  the  entire  membership  (not  just  of  those 
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voting),  and  the  creation  of  a  new  obligation  on  a  country  is  pos¬ 
sible  only  if  that  country  accepts  it.  In  any  case,  each  member  has 
the  ability  to  leave  the  WTO  with  6  months’  notice. 

The  most  fundamental  reason  why  U.S.  sovereignty  is  not  dimin¬ 
ished  by  the  WTO  is  that  WTO  agreements  and  dispute  panel  deci¬ 
sions  do  not  have  legal  force  in  the  United  States  (or  in  other  mem¬ 
ber  countries) — ^they  are  not  “self-actuating.”  In  situations  where 
existing  U.S.  legislation  is  contravened  or  new  legislation  required, 
it  is  up  to  the  Congress  whether  to  take  that  action.  If  the  United 
States  were  to  lose  a  dispute  panel  decision  on  a  matter  of  fun¬ 
damental  national  interest,  it  need  not  bring  U.S.  law  or  practice 
into  conformity.  The  United  States  could  instead  offer  compensa¬ 
tion  through  liberalization  in  other  areas,  or  accept  equivalent  for¬ 
eign  retaliation  through  increased  barriers  to  U.S.  exports.  Panels 
rule  on  disputes  that  arise  on  rules  and  disciplines  that  WTO  mem¬ 
bers  have  agreed  to;  they  do  not  create  new  obligations.  Further¬ 
more,  U.S.  negotiators  were  particularly  careful  to  limit  the  scope 
of  panel  review  in  cases  involving  national  health  and  safety  stand¬ 
ards. 

To  allay  concerns  about  the  operation  of  the  WTO,  the  Adminis¬ 
tration  supports  the  establishment  of  a  WTO  Dispute  Settlement 
Review  Commission.  The  commission,  which  will  consist  of  five 
Federal  appellate  judges,  will  review  all  final  WTO  dispute  settle¬ 
ment  reports  adverse  to  the  United  States  to  determine  whether 
the  panel  has  exceeded  its  authority  or  acted  outside  the  scope  of 
the  agreement.  Following  three  determinations  by  the  commission 
in  any  5-year  period  that  panels  have  so  exceeded  their  brief,  any 
member  of  the  Congress  may  introduce  a  joint  resolution  to  dis¬ 
approve  U.S.  participation  in  the  WTO.  If  the  resolution  is  enacted 
by  the  Congress  and  signed  by  the  President,  the  United  States 
would  withdraw  from  the  WTO.  By  focusing  informed,  high-level 
attention  on  the  operation  of  the  WTO,  the  review  commission 
should  help  develop  a  fair,  effective,  and  widely  accepted  dispute 
settlement  system  within  the  organization. 

Of  course,  the  Uruguay  Round  agreement  and  the  WTO  do  place 
obligations  on  the  United  States,  but  the  balance  of  obligations  in 
this  accord  is  favorable,  both  because  the  United  States  had  consid¬ 
erable  influence  on  the  Uruguay  Round  outcome,  and  because  this 
country  has  a  transparent,  rules-based  system  and  the  WTO  rep¬ 
resents  a  convergence  toward  a  system  of  this  type.  This  point  is 
important  to  consider  when  weighing  the  strengthened  dispute  set¬ 
tlement  apparatus  of  the  WTO.  As  with  any  legal  institution,  the 
force  of  dispute  settlement  will  be  established  through  use  and  ex¬ 
perience.  The  U.S.  interest  in  strengthening  a  rules-based  inter¬ 
national  trading  system  implies  that  the  United  States  should  ac¬ 
tively  bring  cases  to  dispute  settlement  and,  in  general,  abide  by 
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the  results.  This  is  not  to  say  that  the  United  States  should  ignore 
fundamental  national  interests  in  deciding  whether  to  implement 
a  WTO  panel  decision,  but  simply  that  our  willingness  to  be  bound 
by  international  trade  disciplines  will  in  large  part  determine 
whether  those  disciplines  will  be  observed  by  others. 

FUTURE  MULTILATERAL  NEGOTIATIONS 

The  Uruguay  Round  of  multilateral  trade  negotiations  was  such 
an  ambitious  and  far-reaching  undertaking  that  much  of  the  multi¬ 
lateral  trade  agenda  for  the  next  few  years  will  consist  of  develop¬ 
ing  experience  with  the  agreement.  Nonetheless,  there  are  a  few 
sectors  where  negotiations  still  need  to  be  completed,  new  areas 
opened  up  by  the  agreement  that  need  to  be  fleshed  out,  and  areas 
that  were  not  covered  in  the  Round  that  will  clearly  form  the  basis 
of  the  future  multilateral  trade  agenda. 

Four  sectoral  negotiations  in  services  were  incomplete  at  the  end 
of  1993  when  the  Round  was  drawn  to  a  close:  financial  services, 
basic  telecommunications,  audiovisual  services,  and  maritime 
transport  services.  In  both  financial  services  and  basic  tele¬ 
communications,  a  U.S.  commitment  to  national  treatment  under 
the  services  agreement  and  a  standstill  on  new  measures  would 
commit  our  vast  Eind  generally  unrestricted  markets  to  foreign  com¬ 
petition.  Therefore,  in  exchange,  the  United  States  has  insisted  on 
a  relatively  high  level  of  liberalizing  commitments  by  its  trading 
partners  as  part  of  any  agreement. 

Although  agreements  were  reached  in  other  service  sectors,  liber¬ 
alization  in  services  generally  is  still  in  its  infancy.  Further  bar¬ 
gaining  on  specific  service  sector  liberalizations  will  take  up  much 
of  the  trade  agenda  for  the  next  several  years.  The  Uruguay  Round 
agreement  also  sets  the  stage  for  continued  negotiations  on  agri¬ 
culture,  covering  further  reductions  in  subsidies  and  tariff  rates, 
and  expansion  of  the  volume  of  imports  subject  to  lower  duties 
under  tariff-rate  quotas. 

The  trading  world  rarely  stands  still  for  a  negotiation  to  con¬ 
clude,  and  certainly  not  for  one  that  lasted  as  long  as  the  Uruguay 
Round.  New  trade  issues  have  arisen  in  the  interim  that  will  oc¬ 
cupy  trade  negotiators.  The  most  prominent  of  these — ^trade  and 
the  environment,  competition  policy,  investment  rules,  and  labor 
standards — are  described  in  more  detail  below.  In  many  cases  these 
issues  arose  in  regional  and  bilateral  negotiations,  to  which  this 
discussion  now  turns. 

PLURILATERAL  INITIATIVES 

Possibly  the  most  distinctive  legacy  of  this  Administration  in 
international  trade  is  the  foundation  it  has  laid  for  the  develop- 
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ment  of  open,  overlapping  plurilateral  trade  agreements  as  step¬ 
ping  stones  to  global  free  trade.  The  Administration’s  plurilateral 
initiatives  in  North  America,  the  rest  of  the  Western  Hemisphere, 
and  Asia  embody  principles  of  openness  and  inclusion  consistent 
with  the  GATT.  They  will  serve  as  vehicles  for  improving  access  to 
foreign  markets  and  easing  trade  tensions,  and  as  models  for  fu¬ 
ture  multilateral  liberalization  through  the  WTO  in  areas  such  as 
intellectual  property  rights,  services,  investment,  and  environ¬ 
mental  and  labor  standards. 

DYNAMIC  EMERGING  MARKETS 

The  recent  U.S.  emphasis  on  regional  agreements  responds  to  a 
massive  shift  taking  place  in  the  global  economy.  The  economies  of 
the  world  have  long  been  categorized  as  either  industrialized  or 
less  developed  economies.  Today,  however,  these  distinctions  are 
becoming  obsolete  as  emerging  economies  in  Asia,  Latin  America, 
and  elsewhere  are  quickly  approaching  the  ranks  of  the  rich,  indus¬ 
trialized  countries.  In  the  future  these  emerging  economies  are  ex¬ 
pected  to  grow  rapidly  and  generate  a  larger  share  of  world  output 
and  trade.  The  World  Bank  forecasts  that  developing  economies 
will  grow  by  60  percent  over  the  next  decade,  double  the  growth 
forecast  for  the  industrialized  countries.  The  share  of  gross  world 
product  produced  in  developing  countries  is  expected  to  reach  one- 
quarter  by  2002,  up  from  roughly  one-fifth  in  1972  (Chart  6-1). 
And  purcheising-power-parity  estimates,  a  more  accurate  method  of 
making  comparisons  across  countries,  would  attribute  an  even 
greater  share  of  world  output  to  developing  countries. 

Export  and  investment  opportunities  in  emerging  markets  in 
Latin  America  and  Asia  will  be  a  key  engine  of  growth  for  the  U.S. 
economy  over  the  next  decade.  Exports  are  projected  to  grow  far 
faster  than  other  components  of  U.S.  national  income  over  that  F>e- 
riod.  And  this  trend  is  already  apparent.  Over  the  last  7  years, 
U.S.  exports  of  goods  and  services  accounted  for  over  one-third  of 
economic  growth,  and  export-related  jobs  grew  over  five  times  fast¬ 
er  than  total  employment. 

Much  of  this  dynamism  is  driven  by  demand  from  newly  indus¬ 
trializing  and  developing  countries.  Exports  to  emerging  markets  in 
Latin  America  and  Asia  are  growing  much  faster  than  those  to  our 
traditional  export  markets.  Already,  U.S.  exports  to  developing 
countries  exceed  exports  to  our  traditional  customers,  Europe  and 
Japan.  This  trend  will  continue,  since  emerging  Asian  and  Latin 
American  economies  are  expected  to  grow  more  than  twice  as  fast 
as  Europe  and  Japan. 

Both  Latin  America  and  Asia  are  seeing  a  virtual  explosion  in 
the  number  of  households  with  middle-class  incomes  and  consump¬ 
tion  patterns.  By  one  estimate,  China,  India,  and  Indonesia  will  to- 
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Chart  6-1  Income  Growth  in  Industrialized  and  Deveioping  Countries 
The  share  of  world  income  received  by  developing  countries  is  expected  to  reach 
one-fourth  by  2002. 
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Source:  International  Bank  for  Reconstruction  and  Development. 


gether  have  over  700  million  middle-class  consumers  by  the  year 
2010.  That  is  roughly  the  current  population  of  the  United  States, 
Europe,  and  Japan  combined.  As  consumers  in  emerging  markets 
join  the  middle  class,  their  demand  for  household  goods  will  soar, 
whereas  in  the  United  States  and  Europe  most  households  already 
own  such  goods. 

The  rapid  growth  rates  of  emerging  economies  reflect  a  combina¬ 
tion  of  factors,  including  technological  catch-up  to  the  most  indus¬ 
trialized  countries  and,  in  many  Latin  American  countries,  recov¬ 
ery  from  the  recessions  associated  with  overindebtedness  in  the 
first  half  of  the  1980s.  More  generally,  economic  theory  predicts 
that  lower  income  countries  will  grow  faster  than  those  with  higher 
incomes,  provided  they  are  following  sound  economic  policies.  Be¬ 
cause  lower  income  countries  have  less  infrastructure  and  plant 
and  equipment,  additional  investments  will  be  particularly  produc¬ 
tive.  Less  developed  countries  can  also  adopt  and  adapt  technology 
that  has  already  been  discovered  and  developed  in  the  rich  coun¬ 
tries.  But  there  are  prerequisites  to  taking  advantage  of  additional 
capital  and  technology,  among  them  stable  political  systems  and 
sound  economic  policies.  Broad  access  to  primary  education,  an 
open  economy,  and  sound  macroeconomic  policies  all  contribute  to 
strong  growth. 
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The  most  dynamic  emerging  economies  have  generally  embraced 
market-oriented  economic  policies  and  opened  themselves  to  the 
world  economy.  Not  only  have  they  lowered  barriers  to  trade  and 
investment,  but  they  have  adopted  stable  fiscal  and  monetary  poli¬ 
cies  and  transparent  regulations.  Many  have  also  succeeded  in  im¬ 
proving  the  educational  attainment  of  their  work  forces  and  have 
benefited  from  high  rates  of  saving  and  accompanying  high  rates 
of  investment.  Sound  economic  policies  will  enable  these  countries 
to  continue  to  take  advantage  of  world  capital  flows  and  techno¬ 
logical  advances  from  abroad. 

This  rapid  economic  growth  creates  a  number  of  opportunities  for 
the  United  States.  First,  demand  for  U.S.  products  rises  as  the 
worldwide  market  grows.  Many  of  these  emerging  economies  will 
have  particularly  large  demands  for  investment  goods,  transpor¬ 
tation  systems  and  products,  infrastructure,  environmental  tech¬ 
nologies,  information  systems,  energy  technologies,  and  financial 
services.  These  are  all  sectors  in  which  the  United  States  is  par¬ 
ticularly  competitive. 

In  addition,  countries  that  are  growing  rapidly  are  likely  to  in¬ 
vest  more  than  they  save.  As  long  as  they  enjoy  high  growth  rates 
and  pursue  sound  economic  policies,  foreign  capital  will  be  readily 
available  to  finance  this  excess  of  investment  over  saving.  Greater 
capital  inflows  in  turn  will  permit  greater  imports  from  strong  ex¬ 
porting  countries  such  as  the  United  States.  Larger  markets  will 
also  allow  firms  both  in  the  United  States  and  abroad  to  exploit 
greater  economies  of  scale,  as  their  fixed  costs  are  spread  across 
greater  sales. 

The  Administration’s  regional  initiatives  in  the  Americas  and  in 
the  Asia-Pacific  community  are  critical  for  placing  the  United 
States  squarely  at  the  fulcrum  of  two  of  the  most  dynamic  regions 
in  the  world. 

REGIONAL  BLOCS  AS  BUILDING  BLOCKS 

From  a  purely  economic  point  of  view,  the  effects  of  increased  re¬ 
gional  integration  are  well  understood.  The  establishment  of  prin¬ 
ciples  and  dispute  resolution  procedures  governing  international 
transactions  regularizes  smd  improves  the  environment  for 
intraregional  flows  of  goods,  services,  and  investment.  A 
plurilateral  trade  agreement  generates  an  increase  in  trade  among 
member  countries,  due  to  reductions  in  the  cost  of  importing  from 
each  other  that  are  associated  with  lower  tariffs  and  enhanced 
market  access.  Thus,  for  example,  in  1993,  55  percent  of  the  trade 
flows  of  countries  that  belong  to  the  European  Union  (EU)  involved 
other  EU  member  markets.  In  general,  cheaper  imports  and  more 
efficient  production  patterns  should  improve  the  well-being  of  the 
participating  countries.  But  plurilateral  liberalization  may  also  re- 
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duce  trade  with  countries  that  are  not  members,  since  imports  from 
nonmember  countries  do  not  benefit  from  the  reduction  of  trade 
barriers.  Trade  diversion  arises  when  members  of  a  plurilateral 
trade  arrangement  switch  from  importing  goods  from  the  lowest- 
cost  nonmember  market  to  importing  from  members,  even  though 
the  tariff-free  cost  of  the  goods  in  nonmember  countries  is  lower 
than  that  in  member  countries.  The  beneficial  trade  creation  effects 
are  more  likely  to  outweigh  the  harmful  trade  diversion  effects  if 
barriers  to  imports  from  nonmember  countries  are  not  allowed  to 
rise — a  condition  that  is  codified  in  Article  XXTV  of  the  GATT. 

Trade  creation  is  also  more  likely  to  outweigh  trade  diversion 
when  the  “natural”  costs  of  trade  such  as  freight  and  insurance  are 
low  among  members,  because  of  geographical  proximity  or  shared 
borders,  and  high  between  members  and  nonmembers.  In  general, 
countries  trade  the  most  with  countries  that  are  geographically 
close:  proximity  and  shared  borders  lower  transportation  costs  and 
thereby  lower  the  total  cost  of  imports.  It  is  for  this  reason  that 
plurilateral  agreements  are  so  often  regional  in  nature. 

Plurilatersd  trade  initiatives  generally  take  one  of  two  forms. 
Customs  unions,  like  the  European  Union,  require  members  to  re¬ 
move  all  barriers  to  trade  with  other  member  countries  and  to 
maintain  a  common  external  tariff  toward  nonmember  countries. 
As  a  member  of  a  customs  union,  when  Germany  wants  to  change 
its  tariffs  on  imports  from  nonmembers,  it  must  first  persuade 
France,  Spain,  and  all  the  other  EU  members  to  do  the  same.  In 
contrast,  free  trade  areas  such  as  NAPTA  liberalize  internally  but 
do  not  impose  any  restrictions  on  members’  external  trade  policies. 

Stumbling  Blocks 

Traditionally,  economists  have  voiced  concerns  that  an  increased 
emphasis  on  plurilateralism  might  divert  attention  and  energy 
away  from  multilateralism  and  result  in  harmful  trade  diversion. 
And  indeed,  certain  t3rpes  of  preferential  trade  agreements  can  un¬ 
dermine  the  multilateral  system. 

In  general,  preferential  trade  agreements  that  reduce  the  discre¬ 
tion  of  member  countries  to  pursue  trade  liberalization  with 
nonmembers  are  more  likely  to  become  stumbling  blocks.  Thus,  for 
instance,  members  of  customs  unions  are  unable  either  to  negotiate 
tariff  reductions  with  nonmembers  individually  or  to  reduce  exter¬ 
nal  tariffs  unilaterally.  In  contrast,  NAPTA  allows  its  members  to 
enter  into  trade  agreements  with  outsiders,  and  indeed  Mexico  has 
negotiated  separate  free  trade  agreements  with  several  other  Latin 
American  countries  since  signing  NAFTA. 

In  addition,  as  a  bloc  expands,  its  bargaining  power  in  inter¬ 
national  negotiations  and  its  market  power  in  international  com¬ 
merce  grow,  especiedly  if  it  imposes  a  common  external  tariff.  This 
may  have  the  undesirable  effect  that  the  bloc  finds  it  advantageous 
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to  increase  barriers  to  outsiders.  These  harmful  effects  are  unlikely 
to  arise  in  a  free  trade  area  as  opposed  to  a  customs  union,  and 
when  external  barriers  are  constrained  by  WTO  disciplines. 

Building  Blocks 

When  structured  according  to  principles  of  openness  and  inclu¬ 
siveness,  regional  blocs  can  be  building  blocks  rather  than  stum¬ 
bling  blocks  for  global  free  trade  and  investment.  Seen  in  this  light, 
carefully  structured  plurilateralism  is  a  complement  rather  than  an 
alternative  to  U.S.  multilateral  efforts. 

There  are  a  variety  of  ways  in  which  plurilateral  agreements  can 
serve  as  building  blocks  for  multilateral  market  opening.  First, 
plurilateral  accords  may  achieve  deeper  economic  integration 
among  members  than  do  multilateral  accords  because  the  com¬ 
monality  of  interests  is  greater  and  the  negotiating  process  sim¬ 
pler.  The  multilateral  framework  of  the  WTO  achieves  liberaliza¬ 
tion  by  requiring  each  member  to  extend  any  new  trade  preferences 
to  all  trade  partners  on  a  nondiscriminatory  basis.  Although  this 
principle  is  intended  to  generate  broad  liberalization  across  coun¬ 
tries,  it  may  have  the  unintended  effect  that  countries  are  less  will¬ 
ing  to  offer  concessions  to  certain  of  their  trade  partners  because 
they  must  then  offer  the  same  concessions  to  over  100  other  coun¬ 
tries.  Plurilateral  agreements,  by  achieving  both  greater  depth  and 
breadth  in  their  disciplines,  can  support  the  multilateral  system  by 
forging  ahead  on  issues  that  are  likely  to  be  incorporated  in  future 
multilateral  negotiating  rounds. 

Second,  a  self-reinforcing  process  is  set  in  place  by  the  creation 
of  a  free  trade  area.  As  the  market  encompassed  by  a  free  trade 
area  expands,  it  becomes  increasingly  attractive  for  outsiders  to 
join  in  order  to  receive  the  same  trade  preferences  as  member 
countries.  Companies  from  nonmember  countries  find  themselves 
at  an  increasing  competitive  disadvantage  as  the  free  trade  area 
expands,  and  they  petition  their  national  governments  to  apply  for 
membership. 

Third,  plurilateral  liberalization  encourages  partial  adjustment  of 
workers  out  of  the  import-competing  industries  in  which  the  coun¬ 
try’s  comparative  advantage  is  weak,  and  into  exporting  industries 
in  which  its  comparative  advantage  is  strong.  As  adjustment  pro¬ 
ceeds,  the  portion  of  the  work  force  that  benefits  from  trade  expan¬ 
sion  and  liberalization  rises,  and  the  portion  that  loses  out  de¬ 
clines,  which  in  turn  builds  political  support  for  liberalization  in  a 
self-reinforcing  process. 

For  all  of  these  reasons,  when  plurilateral  agreements  are  struc¬ 
tured  according  to  principles  of  openness,  they  tend  to  overlap  and 
expand,  building  toward  global  free  trade  from  the  bottom  up. 
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Open  Regionalism 

Open  regionalism  refers  to  plurilateral  agreements  that  are 
nonexclusive  and  open  to  new  members  to  join.  It  requires  first 
that  plurilateral  initiatives  be  fully  consistent  with  Article  XXTV  of 
the  GATT,  which  prohibits  an  increase  in  average  external  bar¬ 
riers.  Beyond  that,  it  requires  that  plurilateral  agreements  not  con¬ 
strain  members  from  pursuing  additional  liberalization  either  with 
nonmembers  on  a  reciprocal  basis  or  unilaterally.  Because  member 
countries  are  able  to  choose  their  external  tariffs  unilaterally,  open 
agreements  are  less  likely  to  develop  into  competing  bargaining 
blocs.  Finally,  open  regionalism  implies  that  plurilateral  agree¬ 
ments  both  allow  and  encourage  nonmembers  to  join.  This  facili¬ 
tates  the  beneficial  domino  effect  described  above. 

To  ensure  that  its  plurilateral  initiatives  strengthen  the  multilat¬ 
eral  trading  system  and  enhance  market  opening  globally,  the 
United  States  is  pursuing  a  policy  of  open  regionalism.  The  Admin¬ 
istration  is  working  to  lay  the  foundations  for  a  world  with  several 
overlapping,  open  plurilateral  arrangements,  with  the  United 
States  pla3ring  a  leadership  role  in  North  America,  Asia,  and  Latin 
America,  rather  than  two  or  three  competing  blocs. 

THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

On  January  1,  1994,  a  historic  trade  agreement  between  the 
United  States,  Canada,  and  Mexico  went  into  force.  In  both  the 
level  and  the  scope  of  the  disciplines  covered,  NAFTA  is  the  most 
far-reaching  and  forward-looking  trade  agreement  ever  adopted  by 
these  three  countries.  NAFTA  provides  for  phased  elimination  of 
tariff  and  most  nontariff  barriers  for  both  industrial  and  agricul¬ 
tural  products,  protection  of  intellectual  property  rights,  invest¬ 
ment  rules,  liberalization  of  services  trade,  and  an  innovative  dis¬ 
pute  settlement  mechanism  (Box  6-3). 

The  Economic  Effects  of  NAFTA 

It  is  far  too  early  to  evaluate  the  full  economic  impact  of  NAFTA, 
since  the  provisions  have  been  in  place  for  only  1  year  and  many 
of  the  measures  are  being  phased  in  over  10  to  15  yeara.  There  is 
a  widespread  consensus  that  NAFTA’s  overall  net  impact  will  be 
positive.  But  it  is  important  to  keep  in  mind  that  Mexico’s  GDP  is 
only  about  4  percent  that  of  the  United  States,  and  that  the  United 
States  had  a  preexisting  free  trade  agreement  with  Canada  when 
NAFTA  was  signed. 

There  are  a  number  of  reasons  why  NAFTA  will  benefit  the  Unit¬ 
ed  States.  First,  prior  to  NAFTA,  Mexico  had  trade  barriers  that 
were  2.5  times  higher  on  average  than  those  in  the  United  States. 
Thus  it  is  Mexico  that  will  undertake  the  greater  reduction  in  trade 
barriers.  Second,  although  investment  barriers  in  Mexico  have  been 
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Box  6-3.— NAFTA  Highlights 

•  Phaseout  of  most  tariffs  and  nontariff  barriers  in  indus¬ 
trial  products  over  10  years,  including  for  all  textiles  and 
apparel  that  have  substantial  regional  content 

•  Phaseout  of  tariffs  and  most  nontariff  barriers  in  agri¬ 
cultural  products  over  15  years 

•  Investment  rules  ensuring  national  treatment,  eliminat¬ 
ing  most  performance  requirements  in  all  sectors,  and 
reduced  barriers  to  investment  in  the  Mexican  petro¬ 
chemicals  and  financial  services  sectors 

•  Liberalization  of  financial,  land  transportation,  and  tele¬ 
communications  services  markets 

•  Mechanisms  for  enforcement  of  national  labor  and  envi¬ 
ronmental  laws 

•  A  dispute  resolution  mechanism 

•  Protection  of  intellectual  property  rights 

•  Funds  for  environmental  cleanup  and  community  adjust¬ 
ment  along  the  border 


lowered,  making  it  easier  to  establish  operations  there,  the  fact 
that  trade  barriers  are  also  being  reduced  makes  investment  in 
Mexico  less  necessaiy.  Evidence  suggests  that  most  U.S.  direct  in¬ 
vestment  abroad  is  intended  to  gain  market  access,  not  to  exploit 
low- wage  workers  or  lax  regulations.  And  indeed,  some  U.S.  invest¬ 
ments  in  Mexico  have  already  increased  U.S.  exports  dramatically. 
For  instance,  one  major  U.S.  discount  store  chain  has  opened  9 
stores  in  Mexico.  The  chain’s  Mexico  City  store  alone  sells  $1  mil¬ 
lion  worth  of  merchandise  on  an  average  weekend,  most  of  which 
is  imported  directly  from  the  United  States. 

Third,  although  wages  are  lower  in  Mexico  than  in  the  United 
States,  the  productivity  of  Mexican  workers  is  also  lower  than  that 
of  U.S.  workers.  Moreover,  companies  make  plant  location  decisions 
based  on  a  variety  of  factors  in  addition  to  wages,  including  tele¬ 
communications  and  transportation  infrastructure  and  business 
services,  all  of  which  are  more  sophisticated  in  the  United  States. 

Perhaps  most  important  is  the  simple  fact  that  trade  liberaliza¬ 
tion  encourages  specialization  that  benefits  both  countries.  Thus, 
while  NAFTA  is  expected  to  raise  production  in  Mexico  of  goods 
that  require  a  lot  of  low-skilled  labor  hours,  there  should  be  a  con¬ 
comitant  increase  of  production  in  the  United  States  of  goods  that 
require  highly  skilled  labor.  Specialization  allows  both  t3q)es  of 
goods  to  be  produced  more  cheaply,  lowering  the  cost  of  living  for 
the  population  on  both  sides  of  the  border.  Moreover,  increased 
trade  and  investment  associated  with  NAFTA  should  result  in 
higher  income  in  Mexico,  which  in  turn  will  translate  into  greater 
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demand  for  U.S.  exports,  and  increased  investment  and  employ¬ 
ment  in  export  industries  in  the  United  States. 

Although  the  beneficial  effects  will  take  years  to  manifest  them¬ 
selves  fully,  the  results  to  date  confirm  the  view  that  NAFTA  is 
good  for  the  United  States,  Mexico,  and  Canada.  So  far  there  is  lit¬ 
tle  evidence  of  the  sucking  sound  that  critics  had  alleged  would  ac¬ 
company  NAFTA.  Indeed,  the  sounds  most  associated  with  NAFTA 
are  those  of  trains,  trucks,  and  ships  loading  cargo  bound  for  des¬ 
tinations  across  the  border.  Overall,  U.S.  exports  to  Mexico  grew  by 
21.7  percent  in  the  first  three  quarters  of  last  year  over  the  same 
period  in  1993 — more  than  twice  the  growth  rate  of  U.S.  exports 
overall.  Imports  from  Mexico  have  also  increased  by  22.8  percent, 
but  much  of  this  import  growth  is  associated  with  the  strength  of 
the  economic  recovery  in  the  United  States  during  the  period,  and 
would  most  likely  have  taken  place  in  the  absence  of  NAFTA,  since 
U.S.  barriers  on  many  Mexican  imports  were  already  low. 

While  the  rapid  growth  in  trade  between  the  United  States  and 
Mexico  testifies  to  the  opportunities  created  by  NAFTA,  it  is  impor¬ 
tant  to  emphasize  that  the  bilateral  balance  of  trade  is  not  a  score- 
card  by  which  to  judge  the  success  or  failure  of  the  agreement.  The 
United  States  gains  from  its  im|>orts  from  as  well  as  its  exports  to 
Mexico,  from  the  ability  to  specialize  and  compete  more  effectively 
in  world  markets,  and  from  the  opportunities  opened  up  to  U.S. 
firms  in  Mexico  as  it  develops.  Trade  between  the  two  countries 
will  grow  rapidly,  but  the  trade  balance  will  fluctuate,  depending 
on  macroeconomic  conditions  in  the  two  countries,  just  as  the  rapid 
growth  in  the  U.S.  economy  boosted  U.S.  imports  during  the  past 
yesir. 

The  NAFTA  also  benefits  the  United  States  through  the  more 
prosperous  and  stable  Mexico  that  it  fosters.  This  is  particularly 
important,  since  the  United  States  and  Mexico  are  so  closely  linked 
by  geography  as  well  as  economy.  As  Mexican  wealth  and  political 
stability  increase,  the  result  is  not  only  a  larger  market  for  U.S. 
exporters,  but  also  higher  environmental  standards  and  reduced  il¬ 
legal  immigration. 

NAFTA  and  the  Peso 

On  December  22,  1994,  the  Mexican  Government  decided  to 
abandon  the  fixed  exchange  rate  between  the  Mexican  peso  and  the 
dollar,  allowing  the  peso  to  float.  The  decision  came  after  intense 
pressure  on  the  peso  in  foreign  exchange  markets  had  severely  de¬ 
pleted  Mexico’s  international  reserves.  The  pressure  resulted  from 
Mexico’s  inability  to  finance  its  large  current  account  deficit,  which 
reached  almost  $30  billion  in  1994,  or  about  7.6  percent  of  GDP. 

Following  Mexico’s  debt  repayment  problems  in  the  early  1980s, 
its  government  pursued  a  course  of  macroeconomic  stabilization 
that  included  fiscal  restraint,  wage  and  price  restraints,  and  a  tar- 


get  range  for  the  dollar  value  of  the  peso.  As  part  of  its  inflation¬ 
fighting  measures,  starting  in  the  late  1980s,  the  government  ad¬ 
justed  the  target  range  for  the  peso  more  slowly  than  the  rate  of 
inflation.  By  1994  the  peso  had  appreciated  significantly  in  real 
terms,  making  foreign  goods  cheaper  for  Mexican  consumers.  Real 
appreciation  was  accompanied  by  increasing  trade  and  current  ac¬ 
count  deficits,  which  were  financed  by  borrowing  from  foreign  in¬ 
vestors,  a  large  portion  of  which  took  the  form  of  short-term  port¬ 
folio  investment.  As  the  Mexican  presidential  election  approached 
in  1994,  an  uprising  in  the  State  of  Chiapas  and  the  subsequent 
assassination  of  the  ruling  party’s  candidate  contributed  to  investor 
uncertainty.  As  investors  lost  confidence  and  the  inflow  of  portfolio 
capital  dried  up,  the  government  found  it  increasingly  difficult  to 
maintain  its  exchange-rate  policy,  and  eventually  it  decided  to  let 
the  market  determine  the  value  of  the  peso. 

Shortly  afterward,  the  Mexican  Government  announced  a  com¬ 
prehensive  economic  plan  to  restore  confidence  and  stabilize  the 
economy.  At  the  request  of  the  Mexican  Government,  the  United 
States  organized  a  financial  stabilization  package  of  $18  billion  de¬ 
signed  to  restore  investor  confidence  and  give  the  Mexican  Govern¬ 
ment  breathing  room  to  implement  its  economic  package.  The  pack¬ 
age  included  multilatered  and  private  sector  participation. 

However,  despite  the  decision  to  float  the  peso  and  the  announce¬ 
ment  of  the  international  support  package,  pressures  on  the  peso 
continued.  Investors  became  increasingly  reluctant  to  roll  over  ma¬ 
turing  short-term  obligations  of  the  Mexican  Government  and,  in 
some  cases,  of  Mexican  banks.  The  flight  from  Mexican  assets  also 
showed  signs  of  spreading  to  other  emerging  markets. 

In  order  to  restore  confidence  in  emerging  financial  markets,  the 
President  decided  to  expand  U.S.  financial  support  for  Mexico  to 
$20  billion.  The  U.S.  support  includes  short-  and  medium-term 
swaps  (an  exchange  of  dollars  for  pesos  for  a  specified  period  of 
time)  and  longer  term  loan  guarantees.  The  Treasury’s  Exchange 
Stabilization  Fund  is  providing  a  substantial  portion  of  this  sup¬ 
port.  In  addition,  the  Federal  Reserve  is  providing  a  part  of  the 
support,  in  the  form  of  short-term  swaps.  These  guarantees  and 
swaps  are  structured  to  provide  maximum  protection  for  U.S.  as¬ 
sets  and  to  encourage  the  Mexican  Government  to  return  to  private 
sector  financing  as  soon  as  possible.  In  order  to  make  use  of  the 
guarantees,  the  Mexican  Government  will  be  required  to  pay  large 
up-front  insurance  fees.  All  drawings  will  be  backed  by  claims  on 
the  proceeds  from  oil  exports.  The  swap  facility  must  be  fully  re- 
peiid;  it  is  not  a  grant.  The  United  States  has  had  a  swap  line  with 
Mexico  for  over  50  years,  and  Mexico  has  repaid  all  of  its  drawings. 

Additional  financial  support  will  come  from  a  variety  of  sources. 
The  International  Monetary  Fund  (IMF)  made  a  commitment  to 
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provide  a  total  of  $17.8  billion,  from  a  combination  of  its  own  re¬ 
sources  and  contributions  from  member  countries.  The  Bank  for 
International  Settlements  committed  $10  billion  in  short-term  fi¬ 
nancing,  Canada  committed  itself  to  provide  a  $1  billion  swap  facil¬ 
ity,  and  Argentina  and  Brazil  committed  themselves  to  arrange  $1 
billion  in  financial  assistance  to  Mexico. 

Together,  these  resources  will  enable  the  government  of  Mexico 
to  refinance  its  debt  and  shift  to  longer  term  maturities,  thereby 
easing  the  current  liquidity  squeeze.  The  support  package  imposes 
stringent  financial  conditions.  Mexico  must  implement  an  economic 
plan  that  includes  reductions  in  government  spending,  an  incomes 
policy  to  reduce  inflation,  and  tight  control  of  credit.  Mexico  has 
also  pledged  to  accelerate  the  privatization  of  key  industries  and 
increase  access  for  U.S.  and  other  foreign  investors.  These  meas¬ 
ures  are  designed  to  ensure  that  Mexico  will  be  able  to  restructure 
and  service  its  debt  and  to  restore  economic  stability  and  growth. 

It  is  also  important  to  understand  that  NAFTA  neither  contrib¬ 
uted  to  the  peso  devaluation  nor  in  any  way  affected  the  U.S.  Gov¬ 
ernment’s  response.  Indeed,  the  NAFTA  measures  adopted  by  Mex¬ 
ico  to  lock  in  market  reforms  and  provide  safeguards  for  foreign  in¬ 
vestors  have,  if  anything,  shored  up  investor  confidence  and  miti¬ 
gated  the  peso  depreciation.  The  United  States  is  providing  support 
to  Mexico  because  we  have  a  stake  in  the  stability  of  a  country 
with  whom  we  share  a  2,000-mile  border  and  important  commer¬ 
cial  ties.  There  is  no  commitment  under  NAFTA  to  do  so. 

NAFTA  Side  Agreements 

NAFTA  includes  three  innovative  side  agreements  that  reflect 
the  Administration’s  commitment  to  ensure  that  expanded  trade 
does  not  result  in  deterioration  of  environmental  or  labor  standards 
on  either  side  of  the  border  or  in  damaging  import  surges.  The 
labor  and  environmental  side  agreements  define  guiding  principles 
and  create  institutions  to  ensure  that  each  member  country  en¬ 
forces  its  own  laws  protecting  labor  and  the  environment.  They  are 
described  in  detail  below.  The  side  agreement  on  import  surges  cre¬ 
ates  an  early  warning  mechanism  to  identify  sectors  where  rapid 
growth  of  imports  is  likely  to  generate  significant  dislocation  of  do¬ 
mestic  workers.  If  a  domestic  industry  is  threatened  by  serious  in¬ 
jury  from  an  import  surge  during  the  NAFTA  transition  period,  a 
temporary  snapback  to  pre-NAFTA  duties  is  permitted  as  a  safe¬ 
guard.  However,  if  exports  from  a  NAFTA  member  do  not  account 
for  a  substantial  share  of  total  imports  or  do  not  contribute  signifi¬ 
cantly  to  the  threat  of  injury,  the  member  country’s  exports  must 
be  excluded  from  safeguard  actions. 
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Adjustment 

Although  the  United  States  chose  to  join  NAFTA  because  it  will 
benefit  U.S.  consumers,  shareholders,  farmers,  and  workers  gen¬ 
erally,  it  was  also  recognized  that  some  jobs  in  some  industries 
would  be  threatened  by  increased  imports  from  Mexico.  NAFTA 
contains  a  number  of  provisions  intended  to  mitigate  these  adjust¬ 
ment  costs.  First,  the  elimination  of  trade  barriers  is  phased  in 
over  10-  to  15-year  horizons  in  industries  where  liberalization  is  ex¬ 
pected  to  require  significant  adjustment.  Second,  there  are  safe¬ 
guard  provisions  (described  above)  permitting  the  temporary  imp)o- 
sition  of  trade  restrictions  when  surges  in  imports  cause  serious  in¬ 
jury  to  a  domestic  industry.  Third,  the  U.S.  implementing  legisla¬ 
tion  established  a  Transitional  Adjustment  Assistance  (TAA)  pro¬ 
gram  for  workers  who  experience  or  are  threatened  with  job  loss 
or  reduction  to  part-time  status  as  a  direct  result  of  either  in¬ 
creased  imports  from  or  a  shift  of  production  to  Mexico  or  Canada, 
to  help  them  retool  and  reengage.  There  is  no  requirement  that  the 
dislocation  be  directly  related  to  NAFTA,  although  it  must  have  oc¬ 
curred  after  NAFTA  went  into  effect.  Assistance  includes  employ¬ 
ment  services,  training,  income  support  following  exhaustion  of  un- 
emplojmient  insurance,  job  search  allowances,  £uid  relocation  allow¬ 
ances. 

As  of  November  1,  1994,  the  NAPTA-TAA  program  had  approved 
assistance  for  over  12,000  workers.  In  two-thirds  of  these  cases,  the 
dislocation  was  associated  with  either  a  shift  of  U.S.  production  to 
or  increased  imports  from  Mexico.  Eighty-eight  percent  of  the 
NAFTA-TAA-certified  layoffs  were  in  manufacturing  firms,  9  per¬ 
cent  were  in  agriculture,  and  3  percent  were  in  services  industries. 
Within  meinufacturing,  the  apparel,  industrial  machinery  and 
equipment,  electronic  and  other  electric  equipment,  and  instru¬ 
ments  and  related  products  industries  accounted  for  72  percent  of 
the  certified  layoffs.  Most  of  the  firms  that  have  qualified  for 
NAFTA-TAA  so  far  are  smaller  manufacturers  producing  apparel 
or  parts  and  components  with  either  less  skilled  workers  or  less  so¬ 
phisticated  factory  equipment. 

The  NAFTA-TAA  program  indicates  that  increased  trade  with 
Mexico  and  Canada  has  had  an  adverse  effect  on  some  workers,  al¬ 
though  the  number  of  job  losses  has  been  small  relative  to  the 
100,000  jobs  estimated  to  have  been  created  through  expanded  ex¬ 
ports  to  Mexico.  Reemployment  data  on  NAFTA-TAA-certified 
workers  are  not  yet  available,  so  it  is  too  early  to  tell  how  long- 
lived  the  job  displacement  effects  will  be.  However,  it  is  important 
to  recognize  that  layoffs  and  other  displacements  are  a  constant 
feature  of  the  U.S.  economy,  and  that  relative  to  overall  annual  job 
losses  for  workers  with  over  3  or  more  years  on  the  job  (1.5  million 
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per  year  on  average  between  1991  and  1993),  the  displacement  as¬ 
sociated  with  NAFTA  is  very  small. 

NAFTA  and  Open  Regionalism 

NAFTA  is  both  the  United  States’  most  significant  plurilateral 
initiative  to  date  and  a  likely  model  for  such  initiatives  in  the  fu¬ 
ture.  As  such,  it  is  worth  noting  that  NAFTA  is  consistent  with 
open  regionalism  along  all  the  dimensions  discussed  above.  First, 
it  explicitly  prohibits  £uiy  increase  in  external  barriers,  and  indeed 
external  barriers  in  all  three  of  the  member  countries  are  sched¬ 
uled  to  fall  as  part  of  the  Uruguay  Round  agreement.  Second,  it  im¬ 
poses  no  constraints  on  the  ability  of  member  countries  to  lower 
their  barriers  to  nonmember  countries,  and  indeed  Mexico  has 
granted  trade  preferences  to  several  nonmember  countries  since 
the  agreement  was  signed.  And  third,  NAFTA  contains  a  provision 
si>ecifying  that  the  members  can  choose  to  admit  additional  mem¬ 
bers.  Indeed,  the  President,  together  with  the  Prime  Minister  of 
Canada  and  the  President  of  Mexico,  announced  the  start  of  acces¬ 
sion  negotiations  with  Chile  in  December  1994. 

SUMMIT  OF  THE  AMERICAS 

On  December  9,  1994,  the  President  convened  the  first-ever  hem¬ 
ispheric  summit  held  in  the  United  States — and  the  first  to  be  at¬ 
tended  solely  by  democratically  elected  leaders.  The  summit  cele¬ 
brated  an  unprecedented  conjuncture  in  the  hemisphere’s  history. 
For  the  first  time,  all  34  leaders  share  a  common  commitment  to 
democracy  emd  open  markets.  Many  of  the  Latin  American  leaders 
have  put  their  countries  on  a  course  of  stable,  sustainable  economic 
growth  by  taking  difficult  steps  to  address  the  indebtedness,  ramp¬ 
ant  inflation,  and  high  unemplo3anent  that  robbed  this  region  of  a 
decade  of  growth. 

The  cornerstone  of  the  summit  was  the  call  by  all  leaders  for  the 
creation  of  a  Free  Trade  Area  of  the  Americas  (FTAA)  by  2005. 
This  will  create  a  market  of  over  850  million  consumers  with  a 
combined  income  of  roughly  $13  trillion.  It  will  also  level  the  play¬ 
ing  field  for  U.S.  exporters,  who  currently  face  Latin  American 
trade  barriers  over  three  and  one-half  times  those  in  the  United 
States.  It  is  critical  to  secure  a  commitment  to  work  toward  a  hem¬ 
ispheric  free  trade  area  now,  even  though  it  will  take  years  to 
achieve,  in  order  to  set  the  standard  in  the  regfion  and  ensure  that 
subregional  integration  initiatives  are  consistent  with  the  goal  of 
creating  the  FTAA  and  with  the  multilateral  system. 

'The  President  tangibly  demonstrated  his  commitment  to  this 
goal  by  announcing  that  the  United  States  along  with  our  NAFTA 
partners  Mexico  and  Canada  will  initiate  negotiations  with  Chile 
on  accession  to  NAFTA.  The  inclusion  of  Chile  would  expand  the 
total  population  of  NAFTA  to  381  million  and  its  combined  income 
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to  30  percent  of  the  world’s  total.  The  United  States  is  an  impor¬ 
tant  trade  partner  for  Chile;  U.S.  exports  already  account  for  over 
20  percent  of  Chile’s  total  imports. 

The  decision  to  start  accession  discussions  with  Chile  reflects  the 
enormous  progress  that  country  has  made  in  achieving  macro- 
economic  stability,  liberalization  of  trade  and  investment  policy, 
convertibility  of  the  currency,  improvement  of  living  standards,  and 
alleviation  of  poverty.  Through  a  combination  of  stabilization  and 
liberalization  measures,  Chile  has  achieved  sustained  real  growth 
of  7  percent  on  average  over  the  past  8  years.  It  has  brought  its 
external  tariffs  down  by  79  percent  since  1975.  These  measures 
have  led  to  significant  inflows  of  foreign  capital,  and  the  ratio  of 
foreign  debt  to  GDP  has  been  reduced  by  nearly  60  percent  since 
1985.  At  the  same  time,  inflation  has  fallen  to  10  percent  per  year 
and  unemployment  is  a  low  4.5  percent. 

At  the  Summit  of  the  Americas  the  leaders  set  in  place  a  process 
for  achieving  free  trade  in  the  hemisphere.  Over  the  next  several 
months  members  of  existing  subregional  trade  groups  such  as 
NAFTA  will  hold  consultations  on  achieving  regionzd  trade  liberal¬ 
ization.  The  United  States  will  initiate  discussions  to  determine  in¬ 
terim  steps  with  each  of  the  countries  in  the  region  through  pre¬ 
viously  established  Trade  and  Investment  Councils.  The  Adminis¬ 
tration  will  hold  discussions  with  the  Congress  and  with  the  Unit¬ 
ed  States’  NAFTA  partners  on  NAFTA  expansion.  In  addition,  the 
Organization  of  American  States’  Special  Committee  on  Trade  will 
develop  a  compendium  of  all  existing  trade  agreements  within  the 
hemisphere  to  increase  transparency  and  identify  areas  of  potential 
trade  facilitation,  such  as  customs  harmonization.  Meetings  of  the 
countries’  ministers  are  scheduled  for  June  1995  and  March  1996 
to  review  progress  and  further  define  the  work  program. 

Economic  Impact 

The  southern  Americas  (here  defined  to  include  Central  America, 
the  Caribbean  except  for  Cuba,  and  South  America)  make  up  one 
of  the  most  economically  djmamic  regions  in  the  world.  Sustained 
income  growth  in  the  region  reflects  in  part  a  robust  recovery  from 
the  recessions  associated  with  the  debt  crisis  of  the  early  1980s, 
and  in  part  significant  structural  reforms  on  the  domestic  front  and 
in  trade  policy.  Many  of  the  countries  in  the  region  are  expected 
to  continue  to  experience  high  growth  rates  due  to  the  reduction  of 
both  debt  levels  and  inflation  through  macroeconomic  stabilization 
measures.  The  southern  Americas  account  for  about  6.5  percent  of 
world  population  and  3.5  percent  of  world  income.  Brazil  is  by  far 
the  largest  country  in  this  region,  with  over  40  percent  of  the  re¬ 
gion’s  income  and  population. 

As  income  in  this  region  grows,  its  imports  from  the  United 
States  will  grow  even  faster.  Over  the  past  5  years,  exports  from 
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the  United  States  to  the  southern  Americas  have  grown  almost  10 
percent  per  year — ^far  faster  than  the  region’s  income  growth.  By 
far  the  greatest  share  of  the  region’s  imports — 29  percent — come 
from  the  United  States.  This  reflects  in  many  cases  geographical 
proximity,  as  well  as  historical  and  cultural  ties.  Interestingly, 
however,  Brazil’s  largest  trade  partner  is  not  the  United  States  but 
the  European  Union,  which  accounts  for  25  percent  of  Brazil’s 
trade  compared  with  22  percent  for  the  United  States.  Overall,  the 
southern  Americas  currently  account  for  nearly  8  percent  of  U.S. 
exports,  as  shown  in  Chart  6-2. 


Chart  6-2  U.S.  Merchandise  Exports  by  Region  in  1993 

By  far  the  majority  of  U.S.  exports  go  to  our  NAFTA  partners,  Western  Europe,  and  the 
APEC  countries.  The  southern  Americas  take  neatly  half  of  the  remainder. 

_ _ _ Rest  of  World 
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Source:  Department  of  Commerce. 


As  noted  above,  Latin  American  tariffs  are  over  three  and  one- 
half  times  those  in  the  United  States  on  average.  Thus,  trade  liber¬ 
alization  is  likely  to  result  in  increased  market  opportunities  for 
U.S.  products  and  associated  export  and  job  growth.  A  variety  of 
studies  have  analyzed  the  impact  of  a  possible  hemispheric  trade 
agreement  on  the  U.S.  economy.  Most  of  these  studies  And  that  the 
effects  of  expanding  NAFTA  southward  will  be  beneficial  for  both 
the  U.S.  economy  and  our  regional  trade  partners. 

In  addition  to  the  direct  beneficial  effect  of  cheaper  imports  from 
the  United  States  and  expanded  export  opportunities,  countries  in 
the  southern  Americas  would  benefit  from  the  enhanced  credibility 
of  their  market  reforms  that  a  trade  liberalization  agreement  with 
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the  United  States  or  NAFTA  would  bring.  This  commitment  to  a 
liberal  trade  regime  should  increase  investment  by  both  domestic 
and  foreign  investors  and  contribute  to  long-term  growth.  This  is 
good  for  the  United  States  both  because  it  will  improve  the  pros¬ 
pects  for  peace  and  political  stability  in  the  region  and  because  it 
will  further  raise  the  purchasing  power  of  southern  American  con¬ 
sumers,  increasing  their  spending  on  U.S.  goods. 

If  instead  the  United  States  should  fail  to  recognize  the  historic 
opportunity  that  this  conjuncture  represents,  and  if  we  do  not  work 
to  improve  access  to  southern  American  markets  for  both  trade  and 
investment,  U.S.  companies  and  workers  will  lose  out  to  foreign 
competitors.  Most  countries  in  the  southern  Americas  have  already 
joined  one  of  four  preferentisd  subregional  trading  blocs.  Most  of 
these  subregional  blocs  have  plans  to  adopt  a  common  external  tar¬ 
iff  (GET).  This  will  make  it  more  difficult  for  countries  to  liberalize 
individually  and  will  result  in  diversion  of  imports  in  favor  of  mem¬ 
ber-country  products  and  away  from  U.S.  products.  In  the  case  of 
Mercosur — the  largest  group,  whose  membership  includes  Argen¬ 
tina  and  Brazil — a  GET  was  scheduled  to  go  into  effect  in  January 
1995  on  products  accounting  for  roughly  half  of  imports  from 
nonmember  countries.  Goverage  will  be  expanded  to  all  products  by 
early  in  the  next  century.  Led  by  Brazil,  Mercosur  is  also  working 
to  conclude  agreements  with  Ghile  and  Bolivia,  as  well  as  with  the 
Euroi>ean  Union,  and  has  plans  to  create  a  South  American  Free 
Trade  Area.  Unless  we  move  soon,  U.S.  exporters  will  be  at  a  dis¬ 
advantage  relative  to  their  competitors  inside  these  blocs. 

ASIA-PACIFIC  ECONOMIC  COOPERATION 

Asia-Pacific  Economic  Cooperation  (APEC)  was  first  established 
in  1989  as  a  regional  forum  for  economic  cooperation.  APEC  has 
since  expanded  to  include  18  members;  Australia,  Brunei,  Canada, 
Chile,  China,  Hong  Kong,  Indonesia,  Japan,  Malaysia,  Mexico,  New 
Zealand,  Papua  New  Guinea,  the  Philippines,  Singapore,  South 
Korea,  Taiwan,  Thailand,  and  the  United  States. 

At  the  President’s  invitation,  the  leaders  of  the  APEC  countries 
met  in  1993  in  Seattle.  There  they  put  forth  their  vision  of  etn  Asia- 
Pacific  economic  community.  Last  November  in  Bogor,  Indonesia, 
the  APEC  leaders  established  a  common  frame  of  reference  for 
achieving  that  vision.  They  made  a  political  commitment  to  elimi¬ 
nate  barriers  to  trade  and  investment  in  the  region  by  the  year 
2020.  All  countries  will  begin  to  liberalize  at  a  common  date,  but 
the  pace  of  implementation  will  take  into  account  the  differing  lev¬ 
els  of  economic  development  among  APEC  economies:  the  industri¬ 
alized  countries  will  achieve  free  and  open  trade  and  investment  no 
later  than  2010,  and  the  developing  economies  no  later  th8in  2020. 
The  leaders  also  reaffirmed  their  support  for  the  multilateral  trad- 
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ing  system  and  APEC’s  continued  commitment  to  global  trade  lib¬ 
eralization  and  to  the  WTO-consistency  of  any  APEC  trade  and  in¬ 
vestment  initiatives.  The  APEC  leaders  instructed  their  ministers 
to  work  together  to  develop  a  detailed  blueprint,  laying  out  an  ac¬ 
tion  plan  and  timetable  to  achieve  progressive  liberalization  in  the 
region.  The  leaders  will  review  this  blueprint  at  their  meeting  in 
Japan  in  1995. 

Over  the  next  year  the  Administration  will  work  to  ensure  that 
the  action  plan  describes  comprehensively  and  in  detail  the  process 
by  which  Asia-Pacific  free  trade  and  investment  will  be  achieved. 
The  Administration  will  consult  closely  with  the  Congress  and  the 
U.S.  business  community  as  it  works  with  our  APEC  partners  to 
develop  a  plan  that  addresses  the  widest  possible  range  of  barriers 
to  the  free  flow  of  goods,  services,  and  capital.  APEC  may  focus  ini¬ 
tially  on  trade  facilitation  issues,  such  as  standards  conformance 
and  customs  simplification.  The  liberalization  process  will  build  on 
the  Uruguay  Round’s  achievements,  possibly  accelerating  the  im¬ 
plementation  of  commitments  in  the  early  stages  of  APEC  liberal¬ 
ization,  and  also  on  the  work  program  undertaken  by  APEC’s  Com¬ 
mittee  on  Trade  and  Investment.  Negotiators  may  work  on  issues 
not  covered  adequately  in  the  WTO  and  issues  of  particular  impior- 
tance  to  APEC  members — including  investment,  intellectual  prop¬ 
erty,  rules  of  origin,  some  service  sectors,  government  procurement, 
competition  policy,  and  infrastructure,  as  well  as  elimination  of  tar¬ 
iffs  and  nonteiriff  barriers. 

The  Economic  Importance  of  the  Asia-Pacific  Region  to  the 
United  States 

APEC’s  markets  are  critical  to  U.S.  exporters,  both  for  their  size 
and  because  of  their  d}mamism.  The  14  Asian  APEC  economies  al¬ 
ready  account  for  $135  billion,  or  nearly  30  percent  of  U.S.  exports 
in  1994  (Chart  6-2).  By  comparison.  Western  Europe  accounts  for 
less  than  one-quarter.  The  Asian  APEC  economies  are  among  our 
fastest-growing  export  markets:  U.S.  exports  to  Asian  APEC  mem¬ 
bers  grew  9.9  percent  per  year  on  average  over  the  past  decade, 
compared  with  8.3-percent  growth  in  U.S.  exports  to  the  rest  of  the 
world.  Their  aggregate  income  of  nearly  $6  trillion  accounted  for 
one-quarter  of  world  income  in  1992  and  is  projected  to  grow  4.4 
percent  per  year  in  real  terms  over  the  next  decade.  U.S.  exports 
to  the  region  are  projected  to  grow  even  faster  than  income,  at  a 
rate  of  6.4  percent  per  year. 

Although  the  oppK)rtunities  for  U.S.  businesses  are  tremendous, 
the  obstacles  are  often  very  large.  Between  1989  and  1992,  auto¬ 
mobile  sales  in  Malaysia,  the  Philippines,  and  Thailand  doubled, 
but  tariffs  on  automobile  imports  into  these  countries  remain  high 
at  between  17  and  57  percent.  Studies  estimate  that  Asian  APEC 
members  will  invest  $1.1  trillion  in  infrastructure  projects  over  the 
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next  6  years.  China,  which  alone  accounts  for  nearly  hedf  of  this 
planned  investment,  has  tariffs  of  38  percent  on  machinery  and 
equipment  and  15  percent  on  steel.  Overall,  manufactured  imports 
into  Asian  APEC  markets  face  tariffs  much  higher  than  the  aver¬ 
age  tariff  on  imports  into  the  United  States.  Market-opening  initia¬ 
tives  through  APEC  will  help  reduce  these  barriers,  creating  tre¬ 
mendous  opportunities  for  U.S.  companies  and  workers. 

U.S.  companies  must  remain  actively  engaged  in  the  region  or 
risk  losing  out  to  Asian  competitors.  Currently  58  percent  of  total 
imports  by  Asian  APEC  economies  are  from  other  Asian  APEC 
economies — over  three  times  the  share  from  the  United  States.  And 
this  intra-Asian  share  is  growing  rapidly.  The  liberalization  meas¬ 
ures  that  APEC  members  will  undertake  will  be  critical  in  ensur¬ 
ing  that  U.S.  firms  are  able  to  compete  on  equal  terms  in  this 
large,  booming  market. 

BILATERAL  NEGOTIATIONS 

At  any  time  the  United  States  is  engaged  in  several  negotiations 
with  individual  countries  on  trade  issues  or  disputes.  These  bilat¬ 
eral  negotiations  are  less  glamorous  than  multilateral  or 
plurilateral  trade  initiatives,  but  they  are  extremely  importzmt  in 
o|>ening  up  markets,  settling  disputes,  and  protecting  U.S.  trading 
rights.  In  addition,  these  negotiations  are  often  where  new  trade  is¬ 
sues  are  first  discussed  or  tested.  Although  the  United  States  has 
bilateral  negotiations  at  one  time  or  another  with  almost  every 
country  with  which  we  trade,  we  focus  here  on  two  bilateral  rela¬ 
tionships  of  particular  importance,  those  with  Japan  and  China, 
and  on  the  Administration’s  broader  export  strategy. 

JAPAN 

One  of  the  most  prominent  of  our  bilateral  trade  relations,  and 
the  one  that  generates  the  most  negotiating  activity,  is  that  with 
Japein.  This  is  to  be  expected  given  the  size  of  the  trade  involved 
($155  billion  in  total  trade  in  1993,  the  second  largest  among  our 
trading  partners),  the  size  of  the  bilateral  trade  imbalance  (a  U.S. 
deficit  of  $60  billion,  our  largest  with  any  country),  and  the  char¬ 
acter  of  the  barriers  to  foreign  goods  within  Japan. 

Last  year’s  Report  examined  the  character  of  the  Japanese  econ¬ 
omy  and  Japanese  trade  in  detail.  Japan  has  relatively  low  formal 
trade  barriers  outside  the  agricultural  sector.  Yet  at  the  same  time 
Japan  has  strikingly  low  levels  of  imjMjrt  penetration  in  many  sec¬ 
tors  in  which  there  is  very  large  mutual  trade  among  most  indus¬ 
trialized  countries.  Japanese  domestic  prices  for  traded  goods  are 
often  significantly  above  world  market  prices,  even  after  accounting 
for  taxes,  tariffs,  and  higher  distribution  charges. 
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Although  there  are  examples  of  foreign  firms  that  have  done  very 
well  in  the  Japanese  market,  there  are  also  widespread  complaints, 
and  not  just  from  American  firms,  that  the  Japanese  market  is 
closed  to  outsiders.  The  barriers  are  often  subtle  and  teike  a  variety 
of  forms.  Grovemment  licensing,  regulation,  and  administrative 
guidance,  restrictions  on  product  specifications  or  pricing,  and  pro¬ 
curement  practices  all  can  be  difficult  for  foreign  firms  to  satisfy, 
and  often  difficult  even  to  discover.  In  other  cases  private  practices, 
such  as  control  over  distribution  channels,  group  affiliations,  or 
share  crossholdings,  make  it  difficult  for  foreign  firms  to  sell  or  in¬ 
vest  in  Japan.  The  fact  that  the  barriers  vary  from  industry  to  in¬ 
dustry,  and  are  often  opaque,  means  that  negotiations  are  ex¬ 
tremely  detailed,  sector-specific,  and  time-consuming.  The  Market 
Oriented  Sector  Specific  (MOSS)  negotiations  of  1985-86  were  the 
first  of  a  series  of  targeted  attempts  to  open  individual  markets. 
The  Semiconductor  Trade  Agreement  in  1986  also  focused  on  the 
effective  opening  of  a  single  sector.  The  Structural  Impediments 
Initiative  (SII)  of  1989-90  took  a  somewhat  different  approach,  fo¬ 
cusing  on  the  macroeconomic  balance  between  national  saving  and 
investment  that  lies  behind  both  Japan’s  large  global  current  ac¬ 
count  surplus  and  the  large  deficit  in  the  United  States,  while  at 
the  same  time  tackling  a  series  of  regulatory  and  competition  is¬ 
sues  that  stood  in  the  way  of  increased  foreign  sales  in  Japan. 

The  President  and  the  Japanese  Prime  Minister  announced  their 
Framework  for  a  New  Economic  Partnership  at  the  July  1993  eco¬ 
nomic  summit  in  Tokyo.  The  Framework  contained  macroeconomic 
goals  and  five  sectoral  and  structural  “baskets”  for  talks  between 
the  two  nations.  The  macroeconomic  goals  included  a  shift  to  do¬ 
mestic  demand-led  growth  in  Japan  to  reduce  its  current  account 
surplus,  and  a  reduction  in  the  U.S.  fiscal  deficit  and  an  increase 
in  the  U.S.  saving  rate.  The  baskets  were  government  procure¬ 
ment,  regulatory  reform  and  competitiveness,  major  sectors  (most 
prominently,  automobiles  and  parts),  economic  harmonization,  and 
follow-up  on  the  implementation  of  existing  agreements. 

Negotiations  were  complicated  by  two  major  changes  in  Japan’s 
government,  and  in  addition,  talks  broke  down  temporarily  in  Feb¬ 
ruary  1994.  Despite  their  rocky  path,  a  series  of  results  and  agree¬ 
ments  were  reached  in  the  fall  of  1994.  Both  sides  made  progress 
in  macroeconomic  policy  that  should  narrow  the  overall  deficit  in 
each  country.  The  Congress  passed  the  Administration’s  deficit  re¬ 
duction  program  in  August  1993,  and  the  Japanese  Diet  voted  to 
increase  government  spending  and  cut  income  taxes,  while  postpon¬ 
ing  a  planned  increase  in  consumption  taxes.  Japan’s  fiscal  meas¬ 
ures  have  contributed  to  its  emergence  from  recession,  and  its  cur¬ 
rent  account  surplus  has  fallen  as  a  percentage  of  GDP  and  should 
fall  further  in  the  near  term. 
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In  the  economic  harmonization  basket,  the  United  States  reached 
an  agreement  on  intellectual  property  piotection  last  August  that 
enhances  the  ability  of  U.S.  inventors  to  apply  for  and  be  granted 
patent  protection  in  Japan.  In  procurement,  the  United  States 
reached  agreements  in  telecommunications  equipment  and  services 
covering  purchases  both  by  the  government  and  by  the  dominant 
Japanese  telecommunications  firm  (in  which  the  government  still 
owns  the  majority  share),  a  combined  market  of  $11  billion  per 
year.  The  agreements  call  for  more  complete  information  about  pro¬ 
curement  plans  to  be  made  available  at  an  earlier  stage,  full  con¬ 
sideration  of  international  standards  for  equipment,  and  the  use  of 
overall  best  value  to  judge  competing  bids.  A  similar  agreement 
was  reached  in  medical  technology  products  and  services,  a  market 
of  $2.6  billion  per  year. 

Two  agreements  were  reached  in  financial  services.  In  insurance, 
a  market  worth  $320  billion  per  year,  Japan  agreed  to  ease  restric¬ 
tions  on  the  introduction  of  new  products,  ease  rate  restrictions  on 
policies  to  large  customers,  and  deregulate  the  industry  in  such  a 
way  as  not  to  prejudice  the  interests  of  foreign  insurers,  who  are 
now  active  in  only  a  small,  specialized  segment  of  the  market.  In 
January  1995  the  United  States  and  Japan  reached  an  agreement 
to  further  liberalize  the  Japanese  finemcial  sector.  The  Japanese 
Government  agreed  to  open  the  $200  billion  public  pension  fund 
market  to  foreign  investment  advisory  services,  relaxed  the  condi¬ 
tions  for  issuing  corporate  debt,  agreed  to  introduce  a  domestic  de¬ 
rivatives  market,  and  eliminated  various  restrictions  on  cross-bor¬ 
der  capital  movements. 

In  the  $4.5  billion  flat  glass  industry,  where  the  existence  of  re¬ 
strictive  practices  had  been  confirmed  by  Japan’s  Fair  Trade  Com¬ 
mission,  an  agreement  was  reached  in  December  committing  Japa¬ 
nese  distributors  to  carry  imported  glass,  and  requiring  the  Japa¬ 
nese  Government  to  consider  foreign  glass  in  public  procurement. 

The  one  critical  area  where  no  agreement  has  been  reached  is 
automobiles  and  parts,  the  largest  single  sector  in  the  Framework 
talks.  The  issues  in  these  negotiations  are  access  to  the  Japanese 
auto  dealership  network,  the  removal  of  regulations  that  limit  for¬ 
eign  sales  of  replacement  auto  parts,  and  increased  participation  in 
the  original-equipment  auto  parts  market,  including  participation 
in  the  design  stage.  In  response  to  the  meager  progress  in  the  auto¬ 
mobile  trade  talks,  the  Administration  initiated  a  Section  301  in¬ 
vestigation  in  October  covering  the  replacement  parts  sector,  where 
the  involvement  of  the  Japanese  Government  is  clearly  defined, 
and  made  it  clear  that  the  United  States  expected  progress  in  the 
original-equipment  parts  and  automobile  markets  as  well. 

From  the  beginning,  the  Administration  has  insisted  that  the 
Framework  negotiations  should  lead  to  agreements  that  produce 
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significant,  measurable  results.  The  two  countries  agreed  that  ob¬ 
jective  criteria,  either  qualitative,  quantitative,  or  both,  be  used  to 
evaluate  the  agreements  over  time  as  to  whether  tangible  progress 
was  being  achieved.  Arguments  over  these  criteria  were  the  most 
controversial  part  of  the  Framework.  The  Administration  was  wide¬ 
ly  criticized,  both  in  Japan  and  elsewhere,  for  attempting  to  “man¬ 
age  trade”  or  set  market  share  targets. 

These  criticisms  are  and  were  disingenuous.  None  of  the  agree¬ 
ments  set  market  share  targets,  either  for  U.S.  firms  or  for  foreign 
firms  generally.  A  wide  range  of  objective  indicators  was  suggested 
and  ultimately  agreed  to,  with  different  indicators  for  different  sec¬ 
tors  depending  on  the  characteristics  of  each  sector.  Furthermore, 
none  of  the  market  access  concessions  are  limited  to  U.S.  firms; 
Japanese  market-opening  measures  are  available  to  all  on  an  MFN 
basis. 

The  Administration  intends  to  continue  to  explore  market-open¬ 
ing  measures  with  Japan,  and  to  ensure  that  agreements  lead  to 
tangible  increases  in  opportunities  for  U.S.  and  other  foreign  sup¬ 
pliers  to  sell  in  Japan.  In  addition  to  the  negotiations  on  auto¬ 
mobiles  and  auto  parts,  the  Administration  is  now  engaged  in  dis¬ 
cussions  on  reducing  barriers  to  foreign  investment  in  Japan  and 
more  rigorous  enforcement  of  Japanese  antitrust  laws. 

The  Framework  negotiations  on  deregulation  have  recently  taken 
on  increased  importance  due  to  internal  developments  in  Japan. 
The  high  cost  to  Japan  of  its  extensive  regulation  of  the  economy 
has  become  increasingly  apparent,  and  there  is  growing  demand 
within  the  Japanese  business  community  for  deregulation.  The 
United  States  has  both  specific  and  general  interests  in  a  thorough¬ 
going  deregulation  of  the  Japanese  economy.  Many  of  the  sectoral 
issues  concern  regulatory  barriers,  and  the  United  States  has  pre¬ 
sented  detailed  requests  for  regulatory  changes.  But  the  United 
States  also  has  a  strong  interest  in  generalized  deregulation  of  the 
Japanese  economy,  which  would  reduce  barriers  to  entry  for  all 
firms  in  Japan,  both  domestic  and  foreign. 

Despite  the  length  and  occasional  acrimony  surrounding  sectoral 
liberalization  negotiations  with  Japan,  the  talks  work.  One  study 
has  shown  that  U.S.  exports  to  Japan  in  those  sectors  covered  by 
trade  negotiations  increased  almost  twice  as  fast  as  total  U.S.  mer¬ 
chandise  exports  to  Japan,  and  estimated  that  the  negotiations 
were  responsible  for  an  additional  $5  billion  in  annual  U.S.  ex¬ 
ports.  It  is  also  important  to  emphasize  that  it  is  not  only  the  Unit¬ 
ed  States  but  also  the  Japanese  consumer  who  gains  from  these 
agreements,  in  the  form  of  lower  prices  and  a  wider  choice  of  goods. 


CHINA 

The  Administration  is  pursuing  a  carefully  balanced  economic 
policy  toward  China  that  takes  into  account  the  tremendous  oppor¬ 
tunities  for  U.S.  exports  associated  with  that  country’s  rapid 
growth,  as  well  as  its  geopolitical  importance  and  Americans’  con¬ 
cerns  about  China’s  protection  of  human  rights.  The  goals  of  U.S. 
policy  are  threefold:  promotion  of  U.S.  commercial  interests,  to 
raise  standards  of  living  in  the  United  States;  encouragement  of 
continued  economic  reform  within  China  and  its  integration  into 
the  world  economy,  with  the  expectation  that  these  will  help  real¬ 
ize  U.S.  foreign  policy  goals  including  democratization  and  protec¬ 
tion  of  human  rights  and  the  environment;  and  promotion  of  global 
cooperation  and  integration  in  the  interests  of  peace  and  prosper¬ 
ity. 

Economic  Importance 

China’s  economy  is  large,  dynamic,  and  relatively  poor.  Although 
it  is  estimated  to  be  the  world’s  third-largest  economy  in  purchas¬ 
ing-power-parity  terms,  China’s  per  capita  income  even  by  that 
measure  is  roughly  one-tenth  that  of  the  United  States.  Measures 
based  on  current  exchange  rates  rank  China  eighth  in  total  output 
and  3deld  a  per  capita  income  nearly  50  times  smaller  than  that 
of  the  United  States.  Even  if  China’s  recent  real  growth  rates  of 
9  percent  per  year  (the  highest  in  the  world)  are  maintained,  it  will 
be  decades  before  per  capita  income  in  China  approaches  those  of 
developed  countries  today. 

For  much  of  its  history  since  the  1949  communist  revolution, 
China  maintained  a  virtually  closed,  centrally  planned  economy, 
which  was  accompanied  by  economic  stagnation.  Sweeping  eco¬ 
nomic  reforms  undertaken  since  the  late  1970s  have  contributed  to 
explosive  growth  and  a  decline  in  centred  government  control.  In 
the  agricultural  sector  this  has  taken  the  form  of  decollectivization 
and  a  return  to  smallholder  farming.  In  the  industrial  sphere  the 
management  of  state-controlled  firms  has  been  decentralized,  and 
the  government  has  permitted  the  rapid  growth  of  township  and 
village  enterprises;  private  enterprises  now  account  for  half  of  in¬ 
dustrial  output.  By  the  early  1990s  prices  for  95  percent  of  retail 
sales,  90  percent  of  sales  of  agricultural  commodities,  and  85  per¬ 
cent  of  capital  goods  sales  were  determined  by  the  market.  Factor 
markets  have  also  been  liberalized:  state  control  of  labor  markets 
has  been  reduced,  and  previously  repressed  capital  markets  have 
been  allowed  to  develop  in  fits  and  starts,  although  they  remain 
primitive  by  Western  standards. 

As  the  government  has  instituted  market  reforms  and  liberal¬ 
ized,  China’s  economy  has  become  increasingly  integrated  into  the 
global  economy.  China’s  share  of  world  trade  grew  from  0.6  percent 
in  1977  to  2.5  percent  in  1993 — making  it  the  world’s  llth-largest 


exporter.  Similarly,  flows  of  foreign  direct  investment  into  China 
exceeded  $25  billion  in  1993,  in  marked  contrast  to  the  prereform 
years  when  such  investment  was  prohibited.  And  these  two  trends 
are  closely  related;  firms  with  foreign  equity  participation  ac¬ 
counted  for  two-thirds  of  the  expansion  of  exports  in  1992  and 
1993. 

China  has  run  global  trade  deficits  in  most  years  since  reforms 
were  initiated — indeed,  China  registered  a  deficit  last  year  of  $12.2 
billion.  However,  China  has  run  a  growing  bilateral  trade  surplus 
with  the  United  States,  which  reached  $22.8  billion  in  1993. 
China’s  persistent  surplus  with  the  United  States  in  part  reflects 
its  specialization  in  inexpensive  mass-market  consumer  goods. 
China  similarly  runs  bilateral  surpluses  with  Japan  and  Europe  for 
this  reason.  Moreover,  increases  in  the  bilateral  surplus  with  the 
United  States  since  the  mid-1980s  in  large  part  reflect  the  move¬ 
ment  of  labor-intensive  production  of  goods  such  as  shoes,  gar¬ 
ments,  and  toys  from  Hong  Kong  and  Taiwan  to  China,  to  take  ad¬ 
vantage  of  lower  wages.  Table  6-2  makes  clear  that  the  increase 
in  the  U.S.  deficit  with  China  has  partially  been  offset  by  declines 
in  the  deficits  with  Hong  Kong  and  Taiwan. 


Table  6-2. —  U.S.  Trade  Deficits  with  China,  Hong  Kong,  and  Taiwan 

[Millions  of  dollars] 


Year 

Total 

Chitra 

Hong 

Kong 

Taiwan 

1987  . 

1993  . 

25,876 

31,392 

2,796 

22,777 

17,209 

8,934 

Source:  Department  of  Commerce.  Bureau  of  the  Census. 


The  Chinese  trade  regime  has  been  liberalized  in  several  ways. 
The  role  of  state  trading  firms  in  intermediating  international 
trade  has  been  greatly  reduced.  Export  subsidies  have  largely  been 
eliminated.  The  former  system  of  multiple  exchange  rates  for  dif¬ 
fering  types  of  transactions  was  unified  and  the  currency  devalued; 
the  3ruan  is  now  convertible  for  most  categories  of  transactions.  As 
trade  has  been  liberalized,  China’s  trade  pattern  has  increasingly 
conformed  to  conventional  theories,  with  China  exporting  labor-in¬ 
tensive  products  and  importing  capital  goods.  Nonetheless,  China’s 
trade  regime  has  remained  selectively  protectionist,  with  multiple 
overlapping  barriers  to  trade  in  some  goods  and  discriminatory 
rules  on  investment  and  services.  The  absence  of  effective  protec¬ 
tion  for  intellectual  property  rights  has  cost  U.S.  businesses  hun¬ 
dreds  of  millions  of  dollars  in  lost  SBiles. 

Ultimately  the  combination  of  rapid  economic  growth  and  great¬ 
er,  albeit  uneven,  trade  openness  means  that  China  will  be  a  major 
market  for  U.S.  goods  and  services.  China’s  market  presents  the 
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greatest  growth  opportunities  in  aerospace,  power  generation 
equipment,  environmental  technologies,  and  computers,  among 
merchandise  exports.  Among  services  there  are  opportunities  in  fi¬ 
nancial  (including  insurance),  information,  distribution,  accounting, 
audiovisual,  and  legal  services. 

Most-Favored-Nation  Status 

China  is  subject  to  the  Jackson-Vanik  Amendment  to  the  Trade 
Act  of  1974,  since  the  U.S.  Government  defines  China  as  a 
nonmarket  economy.  The  amendment  requires  that  each  year,  in 
order  for  China  to  qualify  for  MFN  status,  the  President  must 
issue  a  waiver  certifying  either  that  China  does  not  impede  emigra¬ 
tion  or  that  providing  MFN  status  will  lead  to  increased  emigra¬ 
tion.  In  May  1994  the  President  renewed  MFN  status  for  China  in 
the  context  of  a  broader  policy  that  includes  delinking  MFN  re¬ 
newal  from  human  rights  issues  other  than  emigration;  a  ban  on 
imports  of  Chinese  munitions;  maintenance  of  the  U.S.  economic 
sanctions  imposed  in  response  to  the  Tiananmen  Square  tragedy, 
including  denial  of  Chinese  participation  in  Overseas  Private  In¬ 
vestment  Corporation  and  Trade  and  Development  Agency  pro¬ 
grams;  and  a  vigorous  and  broad-based  human  rights  policy.  The 
President  determined  that  renewal  of  MFN  status  offered  the  best 
way  to  promote  the  full  range  of  U.S.  interests  in  China,  including 
human  rights,  strategic,  and  economic  interests.  Moreover,  the 
President  determined  that  China  had  made  sufficient  progress  on 
the  conditions  he  had  imposed  when  renewing  China’s  MFN  status 
in  May  1993 — in  particular,  on  compliance  with  a  1992  agreement 
on  the  treatment  of  prison  labor,  in  addition  to  guaranteeing  free¬ 
dom  of  emigration. 

The  decision  to  pursue  a  vigorous  human  rights  policy  separately 
from  MFN  renewal  reflected  a  determination  that  protection  of 
human  rights  is  most  likely  to  be  achieved  through  a  combination 
of  carefully  targeted  initiatives  and  China’s  continued  economic  re¬ 
form  and  integration  with  the  world  economy.  The  Administration 
is  promoting  human  rights  in  China  by  a  variety  of  means  includ¬ 
ing  increasing  international  broadcasting  to  China,  support  for 
nongovernmental  organizations  (NGOs)  there,  encouragement  of 
multilateral  participation  in  our  human  rights  initiatives,  and  de¬ 
velopment,  in  consultation  with  the  business  and  NGO  commu¬ 
nities,  of  a  set  of  ethical  principles  for  business  conduct  as  models 
for  all  companies  engaged  in  international  business. 

The  decision  also  recognized  that  substantial  economic  disruption 
in  both  China  and  the  United  States  would  accompany  MFN  rev¬ 
ocation,  along  with  significant  damage  to  the  broader  bilateral  rela¬ 
tionship.  Revocation  of  MFN  status  would  result  in  tariff  increases 
on  Chinese  imports  of  5  to  10  times  their  current  level,  depending 
on  the  product.  The  ultimate  effect  on  consumer  prices  and  con- 


237 


sumption  would  depend  on  the  particular  demand  and  supply  elas¬ 
ticities  in  each  product  market,  but  they  would  likely  be  large,  with 
estimates  of  decreased  Chinese  imports  ranging  from  $6  billion  to 
$15  billion  annually. 

MFN  renewal  ultimately  will  promote  the  goal  of  improved 
human  rights  protection  more  effectively  than  revocation  would,  be¬ 
cause  increased  foreign  trade  contributes  to  China’s  integration 
with  the  world  economy,  economic  decentralization,  and  the  growth 
of  a  middle  class.  As  the  economy  has  grown  and  become  increas¬ 
ingly  decentredized,  a  new  business  society  has  developed  that  is 
independent  of  the  state.  Further,  with  greater  wealth  and  access 
to  foreign  goods  and  to  modem  telecommunications,  Chinese  citi¬ 
zens  are  increasingly  exposed  to  a  broader  set  of  ideas,  undermin¬ 
ing  the  government’s  monopoly  on  information.  The  result  is  a  dif¬ 
fusion  of  economic  power  and  information,  creating  the  pre¬ 
conditions  for  a  civil  society,  and  with  it  more  pluralistic  forms  of 
governance  and  a  greater  respect  for  human  rights. 

Bilateral  Issues 

Despite  China’s  economic  reforms,  a  variety  of  barriers  still  frus¬ 
trate  U.S.  exporters,  and  lack  of  enforcement  of  intellectual  prop¬ 
erty  laws  costs  U.S.  firms  in  the  computer  software,  publishing, 
and  audiovisual  industries  hundreds  of  millions  of  dollars  a  year. 
Although  China  committed  itself  to  protect  cop3aights,  patents,  and 
trademarks  for  foreign  goods  in  the  U.S.-China  Bilateral  Trade 
Agreement  of  1979,  compliance  has  been  a  recurrent  problem.  In 
May  1991  the  U.S.  Government  launched  an  investigation  under 
the  Special  301  provision  of  the  trade  act  of  1988.  In  January  1992 
the  United  States  and  China  signed  a  memorandum  of  understand¬ 
ing  that  committed  the  Chinese  Government  to  strengthen  patent, 
copyright,  and  trade  secret  laws;  to  provide  patent  protection  for 
products  as  well  as  processes;  to  join  two  international  conventions 
on  copyrights;  and  to  treat  software  as  a  literary  work  under  Chi¬ 
nese  law,  resulting  in  protection  for  50  years. 

Although  China  subsequently  carried  out  all  the  institutional 
and  legsd  changes,  enforcement  has  remained  a  problem.  China 
continues  to  be  a  major  producer  of  pirated  compact  discs  and  com¬ 
puter  software,  often  in  joint  ventures  with  Taiwanese  and  Hong 
Kong  partners;  the  pirated  goods  are  increasingly  exported  to  third 
markets.  In  response,  negotiations  were  begun  in  1993  to  strength¬ 
en  Chinese  enforcement  of  existing  laws,  and  the  United  States  ini¬ 
tiated  a  second  Special  301  investigation  in  June  1994.  In  January 
1995  the  U.S.  Trade  Representative  released  a  preliminary  retalia¬ 
tion  list  in  an  attempt  to  persuade  the  Chinese  to  be  more  forth¬ 
coming  in  the  negotiations.  China  itself  would  benefit  by  improving 
its  protection  of  intellectual  property  rights.  Other  countries  in  the 
region  have  significantly  strengthened  their  protection  of  intellec- 
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tueil  property  rights  in  recent  years,  recognizing  that  it  is  an  essen¬ 
tial  step  in  order  to  have  access  to  cutting-edge  technology  and  in¬ 
vestment  from  abroad,  as  well  as  to  encourage  innovation  at  home. 

U.S.  exporters  also  encounter  a  wide  array  of  market  access 
problems.  Starting  in  the  mid-1980s,  the  U.S.  Government  has  held 
a  series  of  bilateral  negotiations  to  persuade  Chinese  authorities  to 
reduce  the  number,  secrecy,  and  severity  of  administrative  barriers 
to  imports,  including  import  licensing  requirements,  quantitative 
restrictions,  and  product  testing  and  certification  requirements,  as 
well  as  to  increase  the  transparency  of  trade  rules. 

The  United  States  initiated  an  investigation  under  Section  301 
in  October  1991.  The  Chinese  Government  signed  a  memorandum 
of  understanding  in  October  1992,  following  publication  of  a  U.S. 
retaliation  list.  Under  the  agreement  China  committed  itself  to  dis¬ 
mantle  90  percent  of  all  import  restrictions,  to  eliminate  import 
substitution  regulations,  to  reduce  tariffs  and  eliminate  the  import 
regulatory  tax,  to  improve  transparency,  and  to  base  all 
ph3d;osanitary  and  sanitaiy  standards  and  testing  on  sound  sci¬ 
entific  principles.  In  return,  the  United  States  agreed  to  terminate 
the  Section  301  investigation,  to  work  with  China  on  its  accession 
to  the  GATT  (now  the  WTO)  and  to  liberalize  restrictions  on  Chi¬ 
nese  access  to  technology.  To  date,  there  has  been  little  progress 
in  increasing  the  transparency  of  approval  processes  for  import  li¬ 
censes  or  quotas,  or  in  eliminating  restrictions  on  the  imports  of 
agricultural  products  through  sanitary  and  phytosanitary  stand¬ 
ards;  however,  negotiations  with  China  to  resolve  these  issues  are 
continuing. 

WTO  Accession 

China  has  applied  for  membership  in  the  WTO,  and  formed  nego¬ 
tiations  for  accession  have  been  in  progress  since  1988.  The  United 
States  has  consistently  made  clear  that  it  wants  China  to  become 
a  member  of  the  WTO,  and  the  Administration  is  working  with 
China  and  our  other  trade  partners  toward  this  goal.  But  the  Unit¬ 
ed  States  and  the  other  WTO  members  are  determined  that  China 
must  join  on  commercial,  not  concessional,  terms.  This  is  critical 
for  maintaining  the  integrity  of  the  global  trading  system  and  inte¬ 
grating  China  into  it.  Moreover,  implementing  transparent  trade 
rules  and  promoting  open  trade  £md  investment  should  strengthen 
China’s  economy  and  lock  in  its  economic  gains. 

Every  country  that  joined  the  GATT  in  the  past  agreed  to  adhere 
to  basic  obligations.  These  include  transparency  of  the  trade  re¬ 
gime,  uniform  application  of  trade  rules,  national  treatment  for 
goods,  and  a  foreign  exchange  regime  that  does  not  obstruct  trade. 
These  basic  obligations  are  the  foundation  of  GATT  rules;  without 
them  the  other  disciplines  are  meaningless.  Thus,  for  instance, 
there  is  no  point  in  agreeing  on  disciplines  for  trade  laws  if,  as  is 
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currently  the  case  in  China,  they  are  not  uniformly  applied 
throughout  the  country.  Similarly,  there  is  no  point  in  negotiating 
market  access  agreements  if,  as  in  China  today,  the  trade  rules  are 
not  transparent. 

Although  U.S.  relations  with  Japan  and  China  are  both  very  im¬ 
portant,  they  are  only  part  of  a  large  number  of  bilateral  trade  re¬ 
lationships.  Market-opening  negotiations  and,  on  occasion,  trade 
disputes  are  a  normal  and  continuing  part  of  U.S.  trade  policy. 
This  Administration  has  put  strong  emphasis  on  opening  markets 
for  U.S.  exports.  But  its  bilateral  negotiations  are  only  part  of  a 
broader  strategy  to  promote  U.S.  exports. 

THE  NATIONAL  EXPORT  STRATEGY 

The  Administration  has  focused  on  encouraging  American  ex¬ 
ports  by  eliminating  U.S.  export  barriers  and  by  improving  the  effi¬ 
ciency  of  U.S.  export  promotion  efforts.  The  Administration’s  Trade 
Promotion  Coordinating  Committee  unveiled  the  National  Export 
Strategy  in  September  1993.  Since  then  the  Administration  has 
succeeded  in  meeting  the  goals  it  had  set  out:  removing  obstacles 
to  exporting,  improving  trade  finance,  supporting  U.S.  bidders  in 
global  competition,  helping  small  and  medium-sized  U.S.  firms 
enter  export  markets,  and  promoting  U.S.  exports  of  environmental 
technologies  and  services. 

The  Administration  has  implemented  almost  all  of  the  65  objec¬ 
tives  laid  out  in  the  1993  National  Export  Strategy  report: 

•  Unnecessary  export  controls  have  been  eliminated  for  comput¬ 
ers,  affecting  $30  billion  worth  of  exports.  Most  authorization 
requirements  for  the  export  of  telecommunications  equipment 
have  been  eliminated. 

•  The  value  of  exports  requiring  licenses  has  fallen  to  one-third 
its  previous  level,  and  the  licensing  process  has  been  stream¬ 
lined. 

•  Trade  finance  has  been  buttressed  by  increasing  the  limit  on 
project  finance  through  the  Overseas  Private  Investment  Cor¬ 
poration  from  $50  million  to  $200  million.  Coordination  with 
State  and  local  sources  of  trade  finance  has  improved,  and 
partnerships  with  the  private  sector  are  being  encouraged. 

•  Export  assistance  centers  have  been  opened  throughout  the 
country,  providing  “one-stop  shopping”  for  small  businesses 
seeking  Federal  export  information  and  financing  assistance. 

•  The  Administration  has  countered  the  advocacy  efforts  of  for¬ 
eign  governments  with  efforts  of  its  own  on  behalf  of  U.S.  ex¬ 
porters,  helping  U.S.  firms  compete  and  win  over  90  major  con¬ 
tracts  worth  a  total  of  $20  billion.  These  contracts  include  a 
multi-billion-dollar  Saudi  Arabian  telecommunications  procure¬ 
ment,  power  and  energy  projects  throughout  Asia,  and  a 
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project  to  build  £in  environmental  surveillance  and  air  traffic 
control  system  in  Brazil. 

Efforts  have  also  been  made  to  discourage  and  counter  the  “tied 
aid”  practices  of  other  nations:  concessional  loans  or  grants  that 
are  only  available  to  recipient  governments  if  they  procure  equip¬ 
ment  produced  by  the  donor  country’s  firms.  Worldwide,  the  pro¬ 
portion  of  aid  that  is  tied  has  decreased  dramatically  since  1992 — 
the  result  of  new  tied  aid  guidelines  adopted  through  the  Organiza¬ 
tion  for  Economic  Cooperation  and  Development  (OECD,  whose 
membership  includes  the  major  donor  countries),  and  of  the  U.S. 
Government’s  subsequent  aggressive  enforcement  of  these  guide¬ 
lines.  These  guidelines  make  many  new  aid  projects  ineligible  for 
tied  aid  financing  emd  therefore  open  to  international  market  com¬ 
petition. 

Further,  the  National  Export  Strategy  has  focused  on  new  oppor¬ 
tunities  in  the  economies  expected  to  grow  especially  quickly  in  the 
coming  years.  These  “big  emerging  markets”  include  China,  Tai¬ 
wan,  Hong  Kong,  Korea,  Indonesia,  India,  Mexico,  Argentina, 
Brazil,  Poland,  Turkey,  and  South  Africa. 

A  year  ago  the  Administration  set  the  goal  of  raising  total  U.S. 
exports  to  $1  trillion  by  2000.  The  success  of  this  past  year  has  led 
the  Administration  to  raise  this  goal  to  $1.2  trillion,  which  would 
represent  almost  a  doubling  of  the  1993  export  level. 

NEW  ISSUES  IN  TRADE  NEGOTIATIONS 

Since  the  mid-1980s,  when  the  blueprint  for  the  Uruguay  Round 
negotiations  was  determined,  a  series  of  new  trade  issues  have 
arisen  that  will  occupy  negotiators  for  the  next  several  years.  While 
these  issues — ^trade  and  the  environment,  competition  policy,  rules 
on  investment,  and  trade  and  labor  standards — have  already  made 
a  limited  appearance  in  multilateral  discussion,  they  have  played 
a  greater  role  in  recent  plurilateral  and  bilateral  negotiations. 
Progress  achieved  in  those  negotiations  will  likely  have  a  signifi¬ 
cant  influence  on  future  negotiations  at  the  multilateral, 
plurilateral,  and  bilateral  levels. 

TRADE  AND  THE  ENVIRONMENT 

Protection  of  the  environment  and  an  open  trading  system  are 
sometimes  seen  as  conflicting  goals.  Many  environmentalists  are 
concerned  that  free  trade  will  come  at  the  expense  of  the  environ¬ 
ment,  and  many  free  traders  are  concerned  that  efforts  to  incor¬ 
porate  environmental  concerns  into  the  international  trading  sys¬ 
tem  will  degenerate  into  disgfuised  protectionism.  However,  there  is 
no  inherent  conflict  between  liberalizing  trade  and  protecting  the 
environment,  and  the  Administration  has  focused  on  potential 
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complementarities  between  good  trade  policies  and  sound  environ¬ 
mental  policies. 

In  fact,  free  trade  and  environmentalism  have  much  in  common. 
In  both  cases  the  benefits  from  achieving  progress  are  spread 
across  a  wide  group  of  people,  while  the  interests  that  are  harmed 
are  more  concentrated.  Trade  liberalization  benefits  consumers 
(and  workers  producing  exports)  but  may  harm  workers  in  import- 
competing  sectors.  Similarly,  environmentsd  protection  benefits  a 
diffuse  group  of  people,  while  the  cost  is  concentrated  on  a  smaller 
group,  those  overusing  environmental  resources.  Thus,  while  the 
gains  from  liberalized  trade  and  a  cleaner  environment  outweigh 
the  losses  in  the  aggregate,  it  still  can  be  difficult  to  achieve 
progress,  since  the  costs  of  the  action  are  concentrated  on  a  small 
group  who  vociferously  oppose  action,  while  the  benefits  may  be  so 
diffuse  as  to  make  it  difficult  to  mobilize  potential  supporters. 

Moreover,  both  trade  liberalization  and  international  environ¬ 
mental  issues  require  the  use  of  multilateral  tools.  Without  such 
tools  there  is  a  tendency  for  countries  to  engage  in  damaging  envi¬ 
ronmental  and  trade  policies  designed  to  further  their  own  inter¬ 
ests  at  the  expense  of  their  neighbors.  Multilateralism  can  ensure 
that  progress  is  made  on  enough  fronts  so  that  all  countries  gain 
from  trade  and  a  protected  environment.  The  GATT  and  its  succes¬ 
sor  the  WTO  are  well  suited  for  tackling  world  trade  issues.  But 
there  is  as  yet  no  emalogous  forum  for  comprehensively  addressing 
global  environmental  issues.  Instead  there  are  a  variety  of  inter¬ 
national  agreements  and  organizations  committed  to  working  on 
environmental  problems. 

There  are  also  complementarities  between  good  trade  policies 
and  good  environmental  policies.  Agricultural  protection  in  indus¬ 
trialized  countries  is  a  case  in  point.  The  protection  of  developed- 
country  agriculture  leads  to  more  intensive  farming,  often  of  lands 
that  are  of  marginal  use,  causing  unnecessary  soil  erosion,  loss  of 
biological  diversity,  and  the  excessive  use  of  pesticides  and  chemi¬ 
cals.  Liberalizing  trade  in  agriculture  and  lowering  agriculture  pro¬ 
duction  subsidies  can  lead  to  a  pattern  of  world  farming  that 
causes  less  environmental  damage. 

Also,  high  trade  barriers  to  labor-intensive  imports,  such  as 
clothing,  from  developing  countries  lead  these  countries  instead  to 
export  products  that  are  intensive  in  natural  resources,  causing  en¬ 
vironmental  damage.  In  addition,  high-value-added  natural  re- 
source-based  products  such  as  wood  or  paper  products  often  face 
high  tariff  barriers,  whereas  the  raw  natural  resource  itself  does 
not;  this  forces  developing  countries  to  rely  on  exports  of  unproc¬ 
essed  natural  resources  while  denying  them  the  revenue  gains  from 
the  downstream  products. 
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Just  as  trade  policy  improvements  have  the  potential  to  help  the 
environment,  environmental  policy  improvements  can  lead  to  eco¬ 
nomic  gains.  For  instance,  making  polluters  pay  for  the  cost  of  the 
environmental  resources  they  use  encourages  efficient  resource  al¬ 
location  and  undistorted  world  trade.  The  elimination  of  govern¬ 
ment  underpricing  of  public  natural  resources  can  also  reduce 
trade  distortions. 

Empirical  evidence  on  the  relationship  between  trade  and  the  en¬ 
vironment  reinforces  the  notion  that  the  two  are  not  in  conflict.  For 
instance,  trade  liberalization  may  act  to  increase  income  levels 
through  more-efficient  resource  allocation.  In  fact,  the  evidence 
suggests  that  openness  to  world  trade  is  one  of  the  strongest  pre¬ 
dictors  of  rapid  income  growth  in  less  developed  countries.  Income 
growth  in  turn  has  beneficial  effects  on  the  environment.  One 
study  suggests  that,  as  a  country’s  income  per  capita  rises  beyond 
a  point  around  $5,000,  its  environmental  record  improves.  As  peo¬ 
ple  can  afford  to,  they  devote  more  resources  to  environmental  pro¬ 
tection,  amd  political  pressures  for  environmental  protection  in¬ 
crease. 

Most  evidence  suggests  that  international  differences  in  environ¬ 
mental  compliance  costs  have  not  had  a  significant  impact  on  trade 
and  investment  flows,  primarily  because  these  costs  are  almost  al¬ 
ways  a  very  small  fraction  of  value  added  in  production.  In  the 
United  States,  for  example,  pollution  abatement  costs  in  over  93 
percent  of  all  industries  are  less  than  2  percent  of  value  added. 
Such  small  differences  are  unlikely  to  cause  firms  to  migrate  to 
take  advantage  of  differential  costs  of  environmental  regulation; 
other  considerations  are  far  more  important. 

It  is  important  to  put  aside  the  notion  that  trade  itself  is  the 
cause  of  environmental  degradation.  Although  economic  activity 
b  certainly  may  diminish  environmental  resources,  international 

I  trade,  like  trade  among  the  States,  is  simply  a  means  of  mziking 

economic  activity  more  efficient.  The  above  examples  and  the  avail¬ 
able  empirical  evidence  suggest  that  trade  itself  need  not  pose  a 
particular  threat  to  the  environment.  By  the  same  token,  most 
often  the  best  response  to  an  environmental  problem  is  not  to  re¬ 
strict  trade.  Instead,  policies  aimed  directly  at  an  environmental 
problem  are  likely  to  be  more  effective.  For  instance,  if  the  use  of 
I  a  particular  input  in  a  firm’s  production  is  causing  pollution,  it  is 

i  most  effective  to  address  the  use  of  the  input  itself,  rather  than 

I  limit  trade  in  the  resulting  product. 

L  NAFTA  demonstrates  how  trade  liberalization  can  serve  as  an 

impetus  for  improved  environmental  policies.  NAFTA  specifically 
I  ensures  its  members’  right  to  safeguard  the  environment,  and  it 

encourages  all  the  NAFTA  parties  to  strengthen  their  environ- 
^  mental  efforts.  NAFTA  maintains  all  existing  U.S.  health,  safety, 
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and  environmental  standards.  It  allows  States  and  cities  to  enact 
even  tougher  standards,  while  providing  mechanisms  to  encourage 
all  parties  to  harmonize  their  standards  upward.  The  NAFTA  side 
agreement  on  the  environment  created  a  new  North  American 
Commission  on  Environmental  Cooperation,  with  a  council  made 
up  of  the  three  countries’  top  environmental  officials.  There  is  a 
mechanism  to  ensure  that  countries  effectively  enforce  their  own 
environmental  laws,  and  a  provision  that  guarantees  public  partici¬ 
pation  in  monitoring  of  environmental  laws.  Finally,  two  new  insti¬ 
tutions  have  been  established  to  fund  and  implement  environ¬ 
mental  infrastructure  projects  along  the  U.S. -Mexican  border.  The 
North  American  Development  Bank  (NADBank)  will  make  loans 
for  environmental  cleanup  and  community  adjustment  on  both 
sides  of  the  U.S.-Mexican  border.  The  NADBank  will  work  closely 
with  the  new  U.S.-Mexican  Border  Environment  Cooperation  Com¬ 
mission,  which  will  review  and  certify  proposals  for  environmental 
infrastructure  projects. 

NAFTA  shows  that  it  is  possible  to  use  trade  concessions  as  a 
carrot  to  encourage  environmental  improvements,  rather  than 
using  trade  penalties  as  a  stick  to  punish  poor  environmental  be¬ 
havior.  Without  NAFTA  it  is  unlikely  that  there  would  have  been 
an  incentive  for  the  member  countries  to  strengthen  their  commit¬ 
ments  to  environmental  cooperation.  NAFTA  also  sets  an  example 
for  other  trade  agreements  in  the  use  of  international  mechanisms 
and  national  commitments  to  ensure  that  free  trade  is  compatible 
with  enhanced  environmental  protection  and  sustainable  develop¬ 
ment. 

Environmented  concerns  were  also  addressed  in  the  most  recent 
Uruguay  Round  negotiations.  The  preamble  of  the  agreement  es¬ 
tablishing  the  WTO  recognizes  the  importance  of  environmental 
concerns.  This  is  the  first  time  that  a  broad  multilateral  trade 
agreement  has  recognized  sustainable  development  as  a  guiding 
principle.  The  WTO  negotiators  have  agreed  to  establish  a  full 
WTO  Committee  on  Trade  and  the  Environment  to  ensure  the  re¬ 
sponsiveness  of  the  multilateral  trading  system  to  environmental 
objectives.  Issues  this  committee  will  tackle  include,  first,  whether 
countries  may  use  their  trade  policies  in  a  way  that  discriminates 
between  like  products  on  the  basis  of  the  processes  and  production 
methods  used;  second,  the  relationship  of  the  GATT  to  inter¬ 
national  environmental  agreements;  third,  the  circumstances  under 
which  countries  may  use  trade  measures  to  protect  the  environ¬ 
ment;  and  fourth,  the  scope  of  the  exceptions  for  environmental 
measures  provided  by  the  GATT  under  Article  XX,  which  covers 
measures  necessary  to  protect  human,  animal,  and  plant  life. 
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COMPETITION  POLICY  AND  TRADE 

The  relationship  between  national  competition  policies  and  inter¬ 
national  trade  has  emerged  as  an  important  issue  for  future  nego¬ 
tiations.  Historically,  concern  with  international  cartels  has  moti¬ 
vated  discussions  of  competition  and  trade  policy;  the  current  re¬ 
vival  of  interest,  however,  is  driven  primarily  by  questions  of  mar¬ 
ket  access.  As  tariffs  £md  other  formal  trade  measures  have  fallen, 
domestic  barriers  to  competition  have  come  under  increasing  scru¬ 
tiny.  Barriers  to  foreign  entry  can  arise  for  numerous  reasons.  Grov- 
emment  procurement  practices,  either  through  explicit  “buy  na¬ 
tional”  policies  or  through  carefully  drawn  or  nontransparent  prod¬ 
uct  specifications,  can  favor  domestic  over  foreign  producers. 
Health  and  safety  standards,  inspection  procedures,  and  other 
product  regulations  can  also  operate  as  protectionist  barriers. 
These  areas  have  already  been  subject  to  extensive  negotiation, 
and  agreements  were  concluded  in  the  last  two  GATT  negotiating 
rounds  that  require  transparency  and  nondiscrimination  in  pro¬ 
curement  and  product  standards. 

The  most  intense  interest,  however,  now  falls  on  barriers  that 
can  arise  from  the  practices  of  private  firms.  These  are  often  verti¬ 
cal  restraints — control  over  distribution  channels,  exclusive  seiles 
arrangements  or  refusals  to  deal,  rebates  on  sales — that  impede 
new  entrants.  These  barriers  may  also  derive  from  close  affiliations 
among  firms  within  corporate  groups  that  effectively  limit  sales  by 
outsiders.  Vertical  and  other  private  restraints  on  trade  have  been 
the  subject  of  negotiations  between  the  United  States  and  Japan  in 
the  SII  and  the  Framework  negotiations  (discussed  above).  Since 
GATT  rules  do  not  cover  restrictive  practices  by  private  parties,  ex¬ 
cept  as  they  are  supported  by  government  measures,  there  is  par¬ 
ticular  interest  in  the  role  of  national  competition  policy  authorities 
in  fostering  market  access  in  these  cases. 

The  second  area  of  concern  about  anticompetitive  business  prac¬ 
tices  is  the  advantages  they  might  create  for  sales  in  other  mar¬ 
kets.  If  industries  are  characterized  by  economies  of  scale  or  learn¬ 
ing  effects  (in  which  production  efficiency  rises  as  cumulative  out¬ 
put  grows),  greater  output  or  longer  production  runs  resulting  from 
limited  imports  could  confer  a  cost  advantage  on  domestic  produc¬ 
ers.  Restrictions  on  competition  at  home  may  also  change  the  char¬ 
acter  of  global  competition  among  oligopolistic  firms.  When  restric¬ 
tions  are  successful  in  creating  monopoly  power  at  home  (a  less 
price-elastic  home  than  foreign  demand),  sales  in  foreign  markets 
at  a  lower  price  than  at  home  (dumping)  are  a  predictable  result. 
Alternatively,  collusion  among  domestic  producers  in  the  home 
market  to  maintain  prices  in  the  face  of  declining  demand,  perhaps 
under  the  auspices  of  an  officially  sponsored  recession  cartel,  can 
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result  in  venting  of  surplus  production  in  foreign  markets,  increas¬ 
ing  the  instability  and  operating  risks  in  markets  that  are  open. 

Although  there  is  increasing  overlap  between  trade  and  competi¬ 
tion  policies,  there  has  been  little  coordination  of  international 
trade  policy  with  antitrust  policy.  In  large  part  this  is  because  the 
practices  that  trade  and  competition  policy  deal  with  are  distinct. 
International  trade  negotiations  under  the  GATT  have  dealt  with 
government  actions  that  restrict  trade  or  discriminate  against  for¬ 
eign  goods.  Private  practices  that  discourage  imports  have  been  be¬ 
yond  the  GATT’s  reach,  except  to  the  extent  that  government 
measures  support  or  are  necessary  to  sustain  those  restraints. 
Antitrust  policies,  in  contrast,  can  be  effective  in  dealing  with  the 
actions  of  private  parties.  However,  antitrust  laws  in  some  coun¬ 
tries  do  not  cover  government-owned  firms,  and  antitrust  laws  sel¬ 
dom  apply  to  other  governmental  activities. 

The  extension  of  international  trade  disciplines  in  the  GATT  has 
clearly  increased  competition.  As  trade  barriers  have  dropped,  the 
extent  of  effective  competition  in  domestic  traded-goods  industries 
has  risen.  Indeed,  Justice  Department  guidelines  now  take  the  ex¬ 
tent  of  international  competition  explicitly  into  account,  as  do  the 
agencies  in  charge  of  competition  policy  in  other  nations. 

However,  the  extent  to  which  existing  competition  policy  can  be 
harnessed  to  increase  trade  liberalization  is  less  clear-cut.  Many  of 
the  private  barriers  to  entry  fall  in  the  area  of  nonprice  vertical  re¬ 
straints  to  trade,  where  there  is  appropriately  no  presumption  of 
illegality.  In  many  instances  vertical  restraints,  such  as  exclusive 
dealing  arrangements  or  ownership  interests  in  distributors,  can 
increase  efficiency  and  ensure  product  and  service  quality,  even  as 
they  act  as  barriers  to  new  entry.  Competition,  and  not  entry  op¬ 
portunities  for  individual  firms,  is  protected  under  U.S.  antitrust 
law,  and  in  the  absence  of  evidence  of  restraints  on  competition  in 
the  domestic  market  it  may  be  difficult  to  win  a  case  on  the 
grounds  that  a  new  firm  cannot  gain  entry. 

One  area  in  which  competition  policy  may  have  beneficial  results 
is  antidumping  policy,  the  most  prominent  of  U.S.  policies  against 
unfair  trade.  In  the  United  States,  duties  are  assessed  on  imports 
sold  at  “less  than  fair  value,”  in  other  words,  at  a  price  that  is  ei¬ 
ther  less  than  the  price  at  which  the  good  is  sold  in  the  home  mar¬ 
ket,  less  than  the  sales  price  in  a  third-country  market,  or  less 
than  the  calculated  cost  of  production.  If  dumping  is  found,  and  if 
the  dumped  goods  are  determined  to  cause  injury  to  the  domestic 
industry,  duties  are  assessed  to  bring  the  price  of  the  goods  up  to 
“fair  value.” 

There  are  two  rationales  for  antidumping  laws.  The  first  is  that 
the  sale  of  imported  goods  at  less  than  fair  value  may  be  part  of 
a  strategy  of  predatory  pricing,  designed  to  force  American  com- 
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petitors  out  of  business.  The  second  rationale,  and  one  that  directly 
addresses  why  only  foreign  firms  are  subject  to  antidumping  proce¬ 
dures,  is  that  dumping  arises  from  an  asymmetry  in  competitive 
conditions  between  the  home  market  of  the  dumping  firm  and  the 
market  in  which  goods  are  sold.  Restricted  competition  in  the 
dumper’s  home  market  creates  a  situation  in  which  dumping  is 
profitable,  creates  opportunities  for  the  dumping  firm  that  are  not 
available  to  firms  based  in  the  more  competitive  market  in  which 
goods  are  dumped,  and  is  therefore  seen  as  unfair.  Recent  advances 
in  trade  theory  suggest  that  such  advantages  may  be  possible,  de¬ 
pending  on  the  competitive  characteristics  of  the  industry. 

The  value  of  a  competition  policy  approach  is  that  it  may  allow 
a  more  careful  distinction  between  pricing  practices  that  are  unfair 
and  those  that  simply  reflect  normal  cyclical  and  market  vari¬ 
ations.  A  well-developed  body  of  antitrust  law  exists  to  deal  with 
predatory  pricing.  The  courts  consider  such  factors  as  the  size  and 
strength  of  rivals,  the  ease  of  entry  in  the  industry,  whether  the 
pricing  practices  are  likely  to  force  firms  out  of  business,  and 
whether  the  alleged  predator  could  eventually  recover  its  losses 
from  its  current  low  price.  Foreign  firms  selling  in  the  U.S.  market 
are  subject  to  U.S.  antitrust  law,  and  the  Justice  Department  and 
the  Federal  Trade  Commission  have  brought  cases  against  foreign 
firms  that  affect  U.S.  competition.  Competition  policy  addresses  not 
only  predation  but  also  other  unfair  trade  practices,  such  as  verti¬ 
cal  restraints,  and  seeks  to  avoid  the  conditions  that  enable  firms 
to  engage  in  unfair  practices. 

Ideally,  the  problem  of  competitive  asymmetry  could  be  ad¬ 
dressed  by  policies  that  increase  competition  in  the  home  market 
of  the  dumping  firm.  The  progressive  reduction  of  trade  barriers, 
the  negotiated  elimination  of  other  market  access  barriers,  and  the 
interpenetration  of  major  markets  by  foreign  direct  investment  all 
tend  to  both  increase  and  equalize  the  competitive  environment 
across  markets.  Indeed,  within  some  regional  groupings  where  inte¬ 
gration  has  proceeded  sufficiently,  such  as  the  European  Union  eind 
the  Closer  Economic  Relations  arrangement  between  Australia  and 
New  Zealand,  competition  policy  has  entirely  replaced  dumping  re¬ 
view  as  a  means  to  control  unfair  trade  practices,  just  as  within  a 
single  national  economy. 

Efforts  on  competition  policy  and  trade  will  take  place  on  a  vari¬ 
ety  of  fronts.  Differences  in  antitrust  philosophy  and  accumulated 
case  law  across  major  countries  make  harmonization  of  competition 
policies  unlikely  in  the  foreseeable  future,  except  in  closely  inte¬ 
grated  regional  groups.  But  the  global  character  of  most  markets 
has  been  the  impetus  for  increasing  consultation  and  cooperation 
among  competition  policy  agencies,  and  this  is  likely  to  lead  to 
some  convergence  in  practice  and  approach.  There  is  also  likely  to 


247 


be  increased  cooperation  in  cases  that  span  international  bound¬ 
aries,  such  as  a  recent  case  involving  the  leading  U.S.  software  pro¬ 
ducer.  As  this  cooperation  increases,  one  possible  step  would  be  sin 
agreement  to  remove  the  antitrust  exemptions  for  market  division 
and  price  fixing  by  exporters;  these  exemptions  are  contained  in 
various  national  laws  including  the  Webb-Pomerene  Act  and  the 
Export  Trading  Company  Act  of  1982  in  the  United  States  and  the 
Export  Trade  Act  of  1952  in  Japan.  In  addition,  to  facilitate  future 
cooperation,  the  United  States  is  preparing  to  negotiate  antitrust 
mutual  assistance  agreements.  These  agreements  would  provide  a 
framework  for  joint  prosecution  of  international  cartels  and  for  ef¬ 
fective  case-by-case  assistance. 

Trade  negotiations,  from  the  bilateral  to  the  multilateral  level, 
will  continue  to  focus  on  market  access  issues,  and  thus  inevitably 
deal  with  entry  barriers  and  competition  policy.  The  approach  so 
far  has  been  piecemeal,  barrier  by  barrier  and  sector  by  sector;  this 
is  particularly  evident  in  services  negotiations,  but  also  true  of  re¬ 
cent  U.S.-Japan  bilateral  negotiations.  The  key  to  faster  progress 
will  be  whether  general  principles  that  cut  across  sectors  can  be 
formulated.  For  example,  these  might  deal  with  the  definition  of 
national  treatment  in  markets  where  entry  is  by  individual  license, 
or  the  access  of  foreign  firms  to  private  industry  associations  that 
have  a  regulatory  role  or  provide  services  necessary  for  participa¬ 
tion  in  the  domestic  market. 

INVESTMENT 

Increasing  emphasis  on  market  access  will  push  investment  is¬ 
sues  to  the  fore  of  future  trade  negotiations,  just  as  it  has  elevated 
competition  policy  issues.  This  is  particularly  true  of  trade  in  serv¬ 
ices,  where  delivery  often  depends  on  having  a  physical  presence 
in  the  market  where  the  services  are  sold.  But  such  presence  is 
also  crucial  for  many  manufactured  goods,  where  design  must  be 
tailored  to  market  requirements,  where  service  and  reputation  are 
important,  or  where  fast  response  is  key. 

Thus,  whereas  foreign  direct  investment  was  once  seen  as  a  sub¬ 
stitute  for  international  trade,  it  is  increasingly  viewed  as  a  com¬ 
plement  or  even  a  necessary  component  of  trade.  The  evidence  on 
U.S.  outward  foreign  direct  investment  bears  this  out.  Roughly  60 
percent  of  U.S.  exports  are  sold  by  American  firms  that  have  oper¬ 
ations  abroad.  The  evidence  also  indicates  that  the  countries  where 
U.S.  exports  are  most  successful  are  the  same  countries  where  U.S. 
firms  have  the  largest  investments,  and  where  investment  restric¬ 
tions  are  lowest.  Furthermore,  nearly  $1  of  every  $5  in  sales  by 
U.S.  companies  abroad  is  earned  by  American  sales  affiliates  or 
wholesaling  companies  that  have  established  local  facilities  to  sell 
U.S.  exports.  Access  to  foreign  markets  is  the  strongest  motivation 
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for  investing  overseas,  not  lower  production  costs.  Only  about  8 
percent  of  the  production  of  U.S.  compeinies  abroad  is  exported 
back  to  the  United  States;  the  vast  majority  is  sold  abroad  in  the 
local  market. 

The  investment  issue  is  a  clear  example  of  the  progress  that  can 
be  achieved  when  negotiations  are  limited  to  a  small  group  of  na¬ 
tions.  The  investment  rules  in  NAFTA  contain  most  of  what  is  de¬ 
sired  in  an  investment  accord,  including  guarantees  on  right  of  es¬ 
tablishment,  national  treatment  for  foreign  investors  once  estab¬ 
lished,  freedom  to  repatriate  earnings,  and  transparency  in  the 
rules  governing  foreign  investment.  The  Administration  is  encour¬ 
aging  similar  liberalization  in  its  regional  efforts  in  Latin  America 
and  Asia.  These  principles  have  also  been  advanced  in  U.S.  bilat¬ 
eral  investment  treaties;  12  comprehensive  treaties  have  been 
signed  since  1993,  including  treaties  with  the  former  Soviet  repub¬ 
lics  of  Georgia,  Ukraine,  and  Belarus. 

Progress  in  regional  and  bilateral  negotiations  should  spur  multi¬ 
lateral  agreements  on  investment  issues.  Last  September  the  Ad¬ 
ministration  called  for  a  June  1995  launch  of  negotiations  in  the 
OECD  to  establish  a  multilateral  investment  accord.  This  agree¬ 
ment  would  go  beyond  bilateral  investment  treaties  and  existing 
OECD  undertakings,  and  would  require  the  removal  of  existing 
barriers  to  investment  in  all  OECD  countries. 

TRADE  AND  LABOR  STANDARDS 

The  intemationed  promotion  of  labor  standards  is  an  important 
goal  of  this  Administration.  The  Administration  negotiated  an  in¬ 
novative  NAFTA  side  agreement  on  labor  standards,  and  it  pressed 
for  and  got  agreement  to  include  discussion  of  the  relationship  be¬ 
tween  workers’  rights  and  international  trade  in  the  meetings  of 
the  Preparatory  Committee  of  the  WTO.  In  the  Uruguay  Round  im¬ 
plementing  legislation,  the  Congress  directed  the  President  to  seek 
a  working  party  on  labor  standards  within  the  WTO. 

The  labor  side  agreement  to  NAFTA,  the  North  American  Agree¬ 
ment  on  Labor  Cooperation,  provides  a  mechanism  for  the  three 
NAFTA  partners  to  address  interactions  between  national  labor 
standards  in  an  enviixrnment  of  expanded  trade  and  investment. 
The  agreement  commits  each  country  to  promote  a  set  of  guiding 
principles  subject  to  its  domestic  law,  but  does  not  establish  com¬ 
mon  minimum  standards.  The  principles  include  freedom  of  asso¬ 
ciation  and  the  rights  to  organize  and  bargain  collectively,  as  well 
as  prohibitions  on  forced  labor  and  restrictions  on  child  labor.  The 
agreement  emphasizes  a  cooperative  program  aimed  at  improving 
labor  standards  in  all  three  countries  through  technical  assistance 
and  the  exchange  of  information.  It  also  contains  mechanisms  to 
encourage  the  enforcement  of  national  labor  laws  in  the  three  coun- 
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tries  and  provisions  to  make  the  laws  more  transparent.  Enforce¬ 
ment  mechanisms  include  public  channels  of  communication,  ex¬ 
changes  of  information,  and  consultations  at  a  variety  of  levels.  If 
a  conflict  arises  between  countries  over  a  persistent  pattern  of  fail¬ 
ure  to  enforce  national  occupational  safety  and  health,  child  labor, 
minimum  wage  laws,  or  technical  labor  standards,  in  cir¬ 
cumstances  that  are  related  to  trade,  the  agreement  provides  for 
binding  arbitration  and  assessment  of  penalties. 

The  promotion  of  labor  standards  has  a  long  history  in  inter¬ 
national  diplomacy  and  U.S.  policy.  The  International  Labor  Orga¬ 
nization  (ILO)  was  established  shortly  after  the  First  World  War 
to  promote  agreement  on  labor  standards  and  to  monitor  progress 
in  achieving  them.  The  United  States  tried,  unsuccessfully,  to  add 
a  labor  article  to  the  GATT  in  1953,  and  tried  to  incorporate  these 
issues  in  the  Tokyo  Round  and  the  Uruguay  Round  negotiations. 
Adherence  to  labor  standards  is  also  a  condition  for  country  partici¬ 
pation  in  the  Caribbean  Basin  Initiative  and  the  U.S.  Generalized 
System  of  Preferences,  and  for  eligibility  for  Overseas  Private  In¬ 
vestment  Corporation  insurance.  Furthermore,  since  1988,  denial  of 
workers’  rights  has  been  defined  as  an  unfair  trade  practice  in  Sec¬ 
tion  301  of  the  Trade  Act  of  1974  and  may  be  subject  to  action  if 
it  harms  U.S.  economic  interests. 

Although  there  is  no  fixed  definition  of  core  labor  standards, 
widely  accepted  standards  reflected  in  ILO  Conventions  and  U.S. 
trade  law  include  freedom  of  association,  the  right  to  organize  and 
bargain  collectively,  freedom  from  forced  labor,  and  a  minimum  age 
for  the  employment  of  children.  Core  labor  standards  represent 
fundamental  human  and  democratic  rights  in  the  workplace,  rights 
that  should  prevail  in  all  societies  whatever  their  level  of  develop¬ 
ment.  They  are  also  necessary  to  ensure  that  individuals  have  the 
freedom  and  the  information  necessary  to  make  their  own  choices 
about  occupations,  earnings,  and  working  conditions.  The  observ¬ 
ance  of  labor  standards  can  strengthen  work  force  productivity  as 
a  whole  by  raising  health  and  worker  morale,  and  raise  the  general 
educational  level  by  keeping  children  in  school.  In  the  absence  of 
such  standards,  firms  may  find  it  difficult  to  respect  workers’ 
rights  on  their  own. 

A  related  concern  is  that  countries  could,  by  routinely  abusing 
workers’  rights,  lower  labor  costs  so  as  to  gain  an  unfair  advantage 
in  international  trade.  This  would  certainly  be  the  case  if  a  particu¬ 
lar  foreign  industry  obtained  the  advantages  of  a  labor  force  whose 
rights  were  not  guaranteed — for  example,  because  it  had  access  to 
a  conscript  labor  force.  Whether  foreign  industries  can  reap  the  ad¬ 
vantages  of  abuse  of  labor  rights  when  such  abuse  pervades  an  en¬ 
tire  economy  is  less  certain.  It  is  possible  to  artificially  depress 
labor  costs  in  the  short  run,  but  over  longer  periods  of  time  any  ad- 
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vantage  gained  by  the  overall  abuse  of  labor  standards  may  be 
minimal  or  nonexistent. 

The  Administration  is  committed  to  a  multilateral  process  de¬ 
signed  to  build  consensus  and  encourage  adoption  of  core  labor 
standards.  There  is  widespread  agreement,  for  instance,  that 
standards  should  be  appropriate  to  a  country’s  level  of  develop¬ 
ment.  The  ability  to  compensate  workers  is  limited  by  overall  pro¬ 
ductivity  (output  per  worker)  in  the  economy,  and  that  compensa¬ 
tion  may  be  paid  in  some  combination  of  wages  and  better  work¬ 
place  characteristics,  in  proportions  that  may  vary  across  societies. 
The  Administration’s  goals  are  to  achieve  broad  support  for  trade 
at  home  and  abroad  by  ensuring  that  the  benefits  of  trade  are 
widely  shared  by  those  engaged  in  the  production  of  internationally 
traded  goods  and  services,  and  ultimately  to  raise  living  stsmdards 
worldwide. 

DOMESTIC  POLICY  AND  TRADE  POLICY 

International  trade  has  been  and  will  remain  a  powerful  source 
of  growth,  opportunity,  and  challenge  for  the  American  economy. 
The  Yankee  trader  and  the  clipper  ship  were  trademarks  of  this 
country  early  in  its  development,  and  today  the  United  States  re¬ 
mains  the  world’s  largest  exporter  and  importer.  Recognition  of  the 
gains  from  liberalizing  trade  go  back  to  our  beginnings  as  a  Nation, 
and  recent  changes  in  the  nature  of  goods  and  services  trade,  to¬ 
gether  with  advances  in  theoretical  understanding,  have  served  to 
strengthen  this  conclusion  (Box  6-4). 

However,  few  things  bring  only  benefits,  and  structural  adjust¬ 
ment  and  change  are  the  essence  of  a  dynamic  economy.  The  most 
potent  force  in  the  modem  economy  has  been  technological  change, 
which  can  result  in  painful  adjustments  for  firms,  workers,  and 
communities,  even  as  it  raises  overall  living  standards  over  time. 
The  mechanization  of  agriculture,  the  replacement  of  mechanical 
technology  with  electronics  (in  cash  registers,  adding  machines, 
typewriters,  and  aircraft),  and  the  growth  of  large  reteiil  stores  all 
displaced  workers.  Recent  technological  change  associated  in  part 
with  increasing  computerization  is  likely  to  have  increased  the  de¬ 
mand  for  skilled  workers  across  a  broad  range  of  industries,  lead¬ 
ing  to  a  rise  in  the  wages  of  skilled  relative  to  unskilled  labor  (an 
issue  discussed  in  Chapter  5). 

Trade  adds  to  the  opportunities  and  dynamism  of  the  economy, 
and  to  the  adjustments  required  over  time.  Attempts  to  estimate 
the  relative  importance  of  international  trade  in  economic  restruc¬ 
turing  have  assigned  a  much  larger  role  to  technological  change 
and  other  factors,  but  international  trade  competition  has  surely 
played  a  part,  as  discussed  in  Chapter  5.  When  import  competition 
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Box  &-4. — ^The  Gains  from  International  Trade 

By  allowing  each  country  to  specialize  in  the  production  of 
the  goods  and  services  in  which  it  is  most  efficient,  trade  raises 
the  value  of  production  and  welfare  in  all  trading  countries. 
However,  the  gains  from  international  trade  go  well  beyond 
this  basic  tenet  of  comparative  advantage.  In  industries  where 
there  are  increasing  returns  to  scale,  international  trade  cre¬ 
ates  a  larger  market  and  lower  unit  costs,  further  raising  the 
total  output  that  can  be  produced.  An  integrated  world  market 
also  allows  technological  development  and  production  startup 
costs  to  be  spread  over  a  larger  number  of  units. 

But  the  largest  gains  from  international  trade  may  come 
from  the  competition  that  international  markets  provide.  When 
competition  is  imperfect,  the  opening  of  markets  to  trade  di¬ 
lutes  monopoly  rents,  lowering  prices  and  raising  output  and 
welfare.  International  trade  introduces  new  technologies  (Box 
3-7  in  Chapter  3),  spurs  domestic  producers  to  raise  product 
quality,  increases  the  range  of  goods  available  to  consumers, 
and  lowers  product  prices.  A  recent  cross-country  study  of  pro¬ 
ductivity  at  the  firm  level  suggests  that  achieving  and  main¬ 
taining  high  productivit3'  requires  that  companies  compete  di¬ 
rectly  against  the  best  firms  in  the  global  economy,  and  evi¬ 
dence  shows  that,  along  with  rates  of  aggregate  saving  and  in¬ 
vestment,  openness  to  international  trade  is  a  significant  de¬ 
terminant  of  faster  growth.  This  is  the  reason  why  more  and 
more  developing  countries  have  unilaterally  lowered  their 
trade  barriers,  and  the  search  for  higher  growth  was  the  pri¬ 
mary  motive  for  the  Single  Market  Program  of  the  European 
Union. 

increases,  there  are  pressures  for  protection  to  slow  or  halt  the  fall 
in  production  and  employment  in  the  affected  industry.  Indeed, 
many  of  the  trade  barriers  in  the  United  States  and  other  devel¬ 
oped  countries  arose  to  protect  output  in  industries  where  employ¬ 
ment  was  declining. 

Raising  or  maintaining  import  barriers  imposes  costs  on  the  rest 
of  the  economy  through  higher  prices.  Estimates  place  the  total 
costs  to  consumers  of  U.S.  tariff  and  nontariff  barriers  as  high  as 
$70  billion  per  year.  Since  protection  often  is  applied  to  “cheap 
goods”  or  to  consumer  staples  such  as  clothing  and  food  products, 
these  costs  fall  most  heavily  on  the  poor.  The  costs  extend  beyond 
consumers,  to  higher  costs  for  other  industries  that  use  the  pro¬ 
tected  products  as  inputs.  Furthermore,  one  cannot  reduce  imports 
while  leaving  exports  unchanged;  overall  levels  of  exports  and  im¬ 
ports  are  linked  through  the  macroeconomic  balance  between  na- 


tional  saving  and  investment  and  through  the  exchange  rate.  Thus, 
reducing  imports  would  ultimately  slow  the  growth  of  U.S.  exports, 
upon  which  the  jobs  of  over  10  million  Americans  now  depend. 

In  addition  to  its  high  cost,  trade  protection  is  far  from  a  solution 
to  industrial  adjustment.  In  most  protected  industries  adjustment 
pressures  arise  from  changing  technologies  and  demand,  and  im¬ 
port  protection  has  been  able  to  slow  employment  declines  only 
marginally.  Estimated  costs  per  job  saved  through  protection  run 
very  high;  one  study  put  the  average  consumer  cost  per  job  main¬ 
tained  at  $170,000,  which  is  six  times  the  earnings  of  the  average 
U.S.  worker. 

The  President’s  policy  to  “compete,  not  retreat”  rests  on  the  rec¬ 
ognition  that  a  dynamic  economy,  with  its  associated  opportunities 
and  despite  its  hardships,  provides  the  best  prospects  for  increas¬ 
ing  incomes  for  Americans  over  time.  The  Administration  has  cho¬ 
sen  to  continue  to  press  for  further  trade  liberalization  in  order  to 
open  up  foreign  markets  for  U.S.  exports,  while  at  the  same  time 
vigorously  promoting  U.S.  commercial  interests  abroad.  But  the 
commitment  to  embrace  change  requires  a  commitment  to  assist 
individuals  when  they  are  hurt  by  it.  In  other  words,  sound  domes¬ 
tic  policy  is  a  necessary  concomitant  of  sound  intemationed  trade 
policy  and  reinforces  the  case  for  liberalization.  Thus  the  Adminis¬ 
tration  has  advocated  income  sup{K)rt  for  those  who  lose  their  jobs 
due  to  trade  displacement,  as  in  the  NAFTA  Transitional  Adjust¬ 
ment  Assistance  program,  and  has  advocated  greater  investment  in 
human  capital,  through  programs  of  training  and  retraining,  both 
to  ease  adjustment  and  to  raise  the  incomes  of  Americans. 

CONCLUSION 

While  recognizing  the  difficult  adjustments  that  international 
trade  may  bring  about,  one  should  not  lose  sight  of  the  significant 
gains  that  this  country  has  reaped  from  its  engagement  in  inter¬ 
national  markets.  Since  1987,  U.S.  exports  have  grown  at  a  rate  of 
almost  10  percent  per  year  in  real  terms,  well  outstripping  export 
growth  in  Japan  and  the  European  Union,  and  reversing  the  de¬ 
cline  in  the  U.S.  share  of  world  exports  that  occurred  earlier  in  the 
1980s.  Export  growth  has  been  responsible  for  about  one-third  of 
total  output  growth  since  1990,  and  it  made  the  most  recent  reces¬ 
sion  considerably  less  severe  than  it  otherwise  would  have  been.  As 
detailed  in  Chapter  2,  export  growth  was  a  significant  component 
in  the  strong  performance  of  the  American  economy  in  1994. 
Growth  of  exports  has  also  been  an  important  contributor  in  mov¬ 
ing  Americans  toward  higher  paying  jobs.  The  accompanying  rise 
in  U.S.  imports  has  also  been  beneficial,  providing  consumers  with 
more  choices  and  raising  the  purchasing  power  of  American  in- 
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comes.  Competition  from  abroad  has  made  U.S.  firms  more  effi¬ 
cient,  more  quality-conscious,  and,  in  the  end,  more  competitive. 

The  United  States  will  continue  to  reap  large  gains  from  inter¬ 
national  trade.  In  the  near  term,  recoveries  in  Europe  and  Japan 
will  boost  U.S.  exports  and  help  narrow  this  country’s  trade  deficit. 
The  longer  term  trends  are  also  quite  favorable  for  the  United 
States.  The  positive  changes  in  economic  policy  in  many  developing 
and  transition  economies  will  lead  to  faster  growth  and  a  sharp 
rise  in  their  imports  of  capital  goods,  a  sector  in  which  U.S.  com¬ 
petitiveness  is  very  high.  Both  multilateral  and  plurilateral  trade 
agreements  have  led  to  much  larger  reductions  in  the  trade  bar¬ 
riers  of  our  partner  countries  than  in  our  own  already  low  barriers, 
and  this  will  continue  as  APEC  and  the  Western  Hemisphere  move 
toward  free  trade.  The  new  areas  that  have  recently  been  sug¬ 
gested  for  international  negotiations — agriculture,  services,  intellec¬ 
tual  property,  competition  policy — are  all  areas  where  the  competi¬ 
tive  balance  is  strongly  in  the  United  States’  favor.  Finally, 
strengthening  of  the  underlying  rules  and  the  international  dispute 
settlement  system  will  lead  to  a  convergence  toward  a  rules-based, 
transparent,  and  nondiscriminatory  world  trading  system,  much 
like  the  one  the  United  States  already  has.  The  balance  of  conces¬ 
sions  and  prospective  gains  from  this  convergence  are  greatly  to 
our  advsintage. 

'This  Administration  will  continue  to  pursue  a  more  open  world 
trading  system,  through  multilateral,  plurilatered,  and  bilateral 
trade  negotiations.  These  negotiations  will  seek  to  lower  barriers  to 
trade  in  conventional  sectors  and  to  extend  market  liberalization  to 
newer  sectors  and  issues.  Although  we  negotiate  on  a  variety  of 
levels,  the  basic  goal  is  always  the  same:  the  advancement  of  open 
markets  on  a  nondiscriminatory  basis.  This  goal  has  characterized 
our  bilateral  negotiations,  which  have  sought  open  markets,  not 
special  entry  for  American  firms.  In  plurilateral  negotiations  we 
have  emphasized  the  principle  of  openness  to  new  entrants.  'The 
United  States  also  has  a  strong  interest  in  strengthening  the  un¬ 
derlying  rules  of  the  trading  system  and  the  dispute  settlement 
process,  both  because  to  do  so  fosters  more  efficient  and  fairer 
trade,  and  because  it  results  in  the  kind  of  system  in  which  Amer¬ 
ican  firms  most  comfortably  operate  and  compete. 
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Appendix  A 

REPORT  TO  THE  PRESmENT  ON  THE  ACTIYITIES 
OF  THE 

COUNCH.  OF  ECONOMIC  ADVISERS  DURING  1994 


LETTER  OF  TRANSMITTAL 

Council  of  Economic  Advisers 
Washington,  D.C.,  December  30,  1994 

Mr.  President: 

The  Council  of  Economic  Advisers  submits  this  report  on  its 
activities  during  the  calendar  year  1994  in  accordance  with  the 
requirements  of  the  Congress,  as  set  forth  in  section  10(d)  of  the 
Employment  Act  of  1946  as  amended  by  the  Full  Employment  and 
Balanced  Growth  Act  of  1978. 

Sincerely, 


Laura  D’Andrea  Tyson,  Chair 
Joseph  E.  Stiglitz,  Member 
Martin  N.  Daily,  Member-Nominee 


I 


257 


Council  Members  and  their  Dates  of  Service 


Name 


Position 


Oath  of  office  date 


Separation  date 


Fdwin  G  Nourse  . 

Leon  H.  Keyseitirg . 

Vice  Chairman . 

Acting  Chairman  . 

Robert  criumer . 

Arthur  F.  Burns . 

Chairman 

Neil  H.  Jacol^ . 

Member 

Walter  W.  Stmait . 

Paul  W.  McCracken . 

Karl  Brandt 

Henry  C.  Wallich  . . 

Member 

Walter  W.  Heller 

Chairman 

James  Tobin 

Kermit  Gordon 

James  S.  Duesenberry . 

Merton  J.  Peck . 

Warren  L  Smith . 

Ezra  Solomon  . 

William  J.  Fellner 

Member 

Alan  Greenspan 

Paul  W.  MacAvoy  , 

William  D.  Nordhaus . 

George  C.  Eads  ... 

Stephen  M.  Goldfeld  . 

Member 

Murray  L  Weidenbaum  . 

Jerry  L  Jordan . 

Wtlliam  Poole  . 

Member 

Beryl  W.  Sprinkel 

Thomas  Gale  Moore 

Michael  L  Mussa 

Member 

John  8.  Taylor  .... 

Richard  L  Schmalensee . 

Dayid  F.  Bradford 

Paul  Wonnacott  .. 

Alan  S.  Blinder ... 

Laura  D'Andrea  Tyson . 

Joseph  E.  Stiglitz  . 

Chair .. 

Member 

August  9, 1946  . 

November  1, 1949. 

August  9,  1946  . 

November  2,  1949  . 

May  10.  1950  . 

January  20.  1953. 

August  9,  1946 

May  10.  1950 

February  11,  1953. 

June  29.  1950 

August  20.  1952. 

September  8, 1952  . 

January  20, 1953. 

March  19. 1953 

December  1, 1956. 

September  15, 1953  . 

February  9, 1955. 

December  2. 1953 

April  29.  1955. 

April  4.  1955 

Okember  3,  1956  . 

January  20.  1961. 

May  2,  1955  . 

October  31,  1958. 

December  3,  1956  . 

January  31,  1959. 

November  1, 1958  . 

January  20. 1961. 

May  7. 1959  . 

January  20, 1961. 

January  29. 1961 

November  15. 1964. 

January  29, 1961 

July  31, 1962. 

January  29.  1961 

December  27, 1%2. 

August  3,  1%2 

Nowmber  16.  1964  . 

February  15,  1%8. 

May  17.  1963 

August  31. 1964. 

Sekember  2,  1964  . 

February  1.  1966. 

November  16,  1964  . 

February  15,  1963  . 

January  20,  1%9 

February  2,  1966 

June  30,  1968. 

February  15,  1%8 . 

January  20, 1969. 

July  1.  1968  . 

January  20,  1969. 

February  4. 1%9 

December  31, 1971. 

February  4.  1969 

July  15,  1971. 

February  4,  1969 

January  1, 1972 

August  31,  1974. 

September  9,  1971  . 

March  26.  1973. 

March  13, 1972  . 

August  15.  1973. 

July  23.  1973  . 

April  15,  1975. 

October  31. 1973  . 

Fkruaty  25, 1975. 

September  4,  1974  . 

January  20,  1977. 

June  13,  1975  . 

November  15, 1976. 

July  22,  1975  . 

January  20,  1977. 

Jariuary  22,  1977  . 

January  20,  1981. 

Match  18,  1977  . 

February  4. 1979. 

Match  18.  1977 

May  27.  1980. 

June  6.  1979 

January  20,  1981. 

August  20.  1980 

January  20,  1981. 

February  27.  1981 

August  25.  1982. 

June  12,  1981 

March  30.  1985. 

July  14.  1981 

July  31.  1982. 

October  14. 1982 

July  10.  1984. 

December  10,  1982  . 

January  20,  1985. 

April  18.  1985 

January  20.  1989. 

July  1, 1985  . 

May  1. 1989. 

August  18.  1986 

September  19.  1988. 

February  2,  1989 

January  12,  1993 

June  9.  1989 

August  2,  1991 

October  3. 1989 

June  21,  1991 

November  13.  1991 

January  20, 1993. 

November  13.  1991 . 

January  20,  1993 

July  27, 1993 

June  26.  1994. 

February  5,  1993  . 

July  27,  1993  . 

258 


Report  to  the  President  on  the  Activities  of  the 
Council  of  Economic  Advisers  During  1994 

The  Council  of  Economic  Advisers  was  established  by  the  Em- 
plo3rment  Act  of  1946  to  provide  the  President  with  objective  eco¬ 
nomic  analysis  and  advice  on  the  development  and  implementation 
of  a  wide  range  of  domestic  and  international  economic  policy  is¬ 
sues. 


The  Chair  of  the  Council 

Laura  D’Andrea  Tyson  continued  to  chair  the  Council  during 
1994.  Dr.  Tyson,  a  member  of  the  President’s  Cabinet,  is  on  leave 
from  the  University  of  California,  Berkeley,  where  she  is  Professor 
of  Economics  and  Business  Administration.  As  Chair,  Dr.  Tyson  is 
responsible  for  communicating  the  Council’s  views  on  economic  de¬ 
velopments  directly  to  the  President  through  personed  discussions 
and  written  reports. 

Dr.  Tyson  also  represents  the  Council  at  Cabinet  meetings  and 
various  other  high-level  meetings  including  those  of  the  National 
Security  Council  focusing  on  economic  issues,  deliberations  of  the 
National  Economic  Council,  daily  White  House  senior  staff  meet¬ 
ings,  budget  team  briefings  with  the  President,  and  many  other  for¬ 
mal  and  informal  sessions  with  the  President,  senior  White  House 
staff,  and  other  senior  government  officials.  Dr.  'Tyson  is  also  the 
Council’s  chief  public  spokesp>erson.  She  guides  the  work  of  the 
Council  and  exercises  ultimate  responsibility  for  the  work  of  the 
professional  staff. 


'The  Members  of  the  Council 

Joseph  E.  Stiglitz  is  the  other  current  Member  of  the  Council  of 
Economic  Advisers.  Dr.  Stiglitz  is  on  leave  from  Stanford  Univer¬ 
sity  where  he  is  the  Joan  Kenney  Professor  of  Economics.  'The 
Council’s  other  Member,  Alan  S.  Blinder,  left  the  Council  uj)on  his 
appointment  by  the  President  to  be  Vice  Chairman  of  the  Board  of 
Governors  of  the  Federal  Reserve  System.  'The  President  has  nomi¬ 
nated  Martin  Neil  Baily  to  succeed  Dr.  Blinder  as  a  Member  of  the 
Council.  Dr.  Baily  is  on  leave  from  the  University  of  Maryland 
where  he  is  Professor  of  Economics.  He  currently  serves  as  Dr. 
'Tyson’s  chief  macroeconomic  adviser  while  awaiting  a  confirmation 
hearing  before  the  Senate  Banking  Committee.  Members  of  the 
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Council  are  involved  in  the  full  range  of  issues  within  the  Council’s 
purview  and  are  responsible  for  the  daily  supervision  of  the  work 
of  the  professional  staff.  Members  represent  the  Council  at  a  wide 
variety  of  interagency  and  international  meetings  and  assume 
major  responsibility  for  selecting  issues  for  the  Council’s  attention. 

TTie  small  size  of  the  Council  permits  the  Chair  and  Members  to 
work  as  a  team  on  most  policy  issues.  There  continues  to  be,  how¬ 
ever,  an  informal  division  of  subject  matter  among  the  Members. 
Dr.  Stiglitz  is  primarily  responsible  for  microeconomic  and  sectoral 
analysis  and  regulatory  issues.  Member-nominee  Baily  is  primarily 
responsible  for  domestic  and  international  macroeconomic  analysis 
and  economic  projections.  All  three  Members,  under  Dr.  Tyson’s 
lead,  are  also  heavily  involved  in  international  trade  issues.  Fi¬ 
nally,  all  three  Council  Members  participate  in  the  deliberations  of 
the  National  Economic  Council  (NEC).  Dr.  Tyson  is  one  of  six  mem¬ 
bers  of  the  NEC  Principals  Committee. 

MACROECONOMIC  POLICIES 

One  of  the  primary  functions  of  the  Council  is  to  advise  the 
President  on  all  major  macroeconomic  issues  throughout  the  year. 
The  Council  prepared  for  the  President,  the  Vice  President,  and  the 
White  House  senior  staff  a  comprehensive  series  of  memoranda 
monitoring  key  economic  indicators  and  analyzing  current  macro- 
economic  events.  During  1994  the  Council  also  prepared  special 
analyses  of  economic  policy  issues  and  briefing  papers  on  extraor¬ 
dinary  economic  events,  such  as  California’s  Northridge  earthquake 
disaster  in  January  and  the  Mexican  financial  situation  later  in  the 
year.  Council  senior  economists  also  prepared  in-depth  studies  of 
potential  output,  structural  budget  deficits,  and  a  regular  monitor 
of  inflationary  trends. 

The  Council  played  a  leading  role  in  discussions  of  macro- 
economic  policy  issues  with  officials  from  the  Department  of  the 
Treasury,  the  Office  of  Management  and  Budget  (0MB),  and  other 
members  of  the  President’s  economic  policy  team,  and  was  a  key 
participant  in  the  formulation  of  the  Administration’s  economic 
policies  through  various  Cabinet  and  sub-Cabinet  working  groups. 
As  part  of  this  effort,  the  Council  provided  an  economic  assessment 
of  various  policy  initiatives  that  are  under  discussion  in  the  Con¬ 
gress,  including  the  proposed  balanced  budget  amendment  to  the 
Constitution  (see  Chapter  1),  dynamic  scoring  of  the  budget  (see 
Chapter  2),  and  welfare  reform  (see  Chapter  1).  The  Council  also 
carefully  monitored  the  response  of  the  interest-sensitive  sectors  of 
the  economy  to  the  series  of  monetary  tightening  steps  taken  by 
the  Federal  Reserve  beginning  in  February. 

The  Council,  the  Department  of  the  Treasury,  and  the  0MB — the 
economic  “Troika” — ^are  responsible  for  producing  the  economic 
forecasts  that  underlie  the  Administration’s  budget  proposals.  The 
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Council,  under  the  leadership  of  Dr.  Daily  collaborating  with  Dr. 
Tyson  and  Council  senior  economists,  initiates  the  forecasting  proc¬ 
ess  twice  each  year.  The  first  forecast  is  published  in  the  summer 
as  part  of  the  Administration’s  mid-session  budget  review.  In  pre¬ 
paring  the  forecasts  the  Council  solicits  input  from  a  wide  variety 
of  sources,  and  leading  private  sector  forecasters  visited  the  Coun¬ 
cil  before  each  of  the  forecasting  rounds  to  give  their  views  on  cur¬ 
rent  conditions  and  the  economic  outlook. 

At  Dr.  Tyson’s  direction,  the  Council  established  the  President’s 
Economic  Policy  Advisory  Board,  comprised  of  distinguished  aca¬ 
demic  and  other  private  sector  economists.  Members  of  the  Board 
are  recognized  scholars  in  the  fields  of  international  trade,  macro¬ 
economics,  microeconomics,  labor  markets,  and  financial  markets. 
The  Board  meets  approximately  every  6  months  to  advise  the 
Council  and  other  high-ranking  members  of  the  Administration’s 
economic  policy  team  on  current  policy  issues. 

The  Council  continued  its  ongoing  efforts  to  improve  the  general 
public’s  understanding  of  economic  issues  through  regular  briefings 
with  the  White  House  financial  and  general  press  corps,  periodic 
discussions  with  distinguished  outside  economists  and  forecasters, 
presentations  before  civic  groups,  and  meetings  with  business  and 
labor  leaders  and  with  representatives  from  foreign  countries.  The 
Chair  and  the  other  Members  made  numerous  presentations  to  out¬ 
side  organizations  to  explain  the  Administration’s  economic  agen¬ 
da.  Dr.  Tyson,  Dr.  Stiglitz,  Dr.  Blinder,  and  Dr.  Bsdly  also  regularly 
exchanged  views  on  the  macroeconomy  with  the  Chairman  and 
Members  of  the  Board  of  Governors  of  the  Federal  Reserve  System. 

Finedly,  the  Council  continued  to  work  to  improve  the  quality  of 
government  economic  statistics.  On  several  occasions  the  Council 
met  with  experts  from  other  government  agencies  in  seminars  on 
topics  ranging  from  the  scope  of  forthcoming  revisions  to  the  na¬ 
tional  income  statistics  to  measuring  unemployment.  The  Council 
also  sought  increased  funding  for  economic  and  demographic  statis¬ 
tics  in  deliberations  over  Federal  budget  priorities. 

INTERNATIONAL  ECONOMIC  POLICIES 

International  economic  issues  occupied  much  of  the  efforts  of  the 
Council  in  1994.  Dr.  Tyson  and  the  other  Members  helped  formu¬ 
late  Administration  policies  that  brought  the  Uruguay  Round  nego¬ 
tiations  of  the  General  Agreement  on  Tariffs  and  Trade  to  comple¬ 
tion  and  subsequent  Congressional  approval.  The  Council  also  pro¬ 
vided  analyses  of  the  implications  of  the  Uruguay  Round  agree¬ 
ments  and  the  North  American  Free  Trade  Agreement  for  the  U.S. 
economy. 

The  Council  was  intensely  involved  in  the  preparatory  work  for 
the  Administration’s  major  regional  initiatives  at  the  November 
Asia-Pacific  Economic  Cooperation  (APEC)  meeting  in  Bogor,  Indo- 
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nesia  and  the  December  Summit  of  the  Americas  in  Miami,  which 
Dr.  Tyson  attended.  Dr.  Tyson  was  actively  involved  in  the  negotia¬ 
tions  under  the  U.S.-Japan  Framework  for  a  New  Economic  Part¬ 
nership  and  in  the  ongoing  examination  of  U.S.  relations  with 
China  and  its  place  in  the  world  trading  system. 

The  Council  continued  its  active  role  in  the  Organization  for  Eco¬ 
nomic  Cooperation  and  Development  (OECD).  The  Council  leads 
the  U.S.  delegation  to  the  OECD’s  semiannual  Economic  Policy 
Committee  meetings,  and  Dr.  Tyson  is  the  Committee’s  Chair.  Dr. 
Baily  was  a  member  of  the  OECD’s  Working  Party  3  on  macro- 
economic  policy  coordination.  Dr.  Stiglitz  headed  the  U.S.  delega¬ 
tion  to  OECD  Working  Party  1  on  microeconomic  and  structural  is¬ 
sues.  Senior  staff  participated  in  Asia-Pacific  experts’  meetings  in 
Sydney  and  Jakarta.  The  Council  was  also  active  in  the  prepara¬ 
tions  for  the  economic  summit  of  the  Group  of  Seven  (G-7)  nations 
in  Naples  which  Dr.  'Tyson  attended. 

MICROECONOMIC  POLICIES 

'The  Council  continued  to  participate  actively  in  a  broad  range  of 
Administration  microeconomic  initiatives  in  1994.  The  breadth  of 
this  activity  reflects  the  Administration’s  belief  in  the  utility  and 
significance  of  microeconomic  policy. 

Dr.  'Tyson  and  Dr.  Stiglitz  both  served  on  the  Administration’s 
Welfare  Reform  Task  Force,  which  developed  the  Work  and  Re¬ 
sponsibility  Act.  Dr.  'Tyson  also  served  on  the  Community 
Empowerment  Board,  the  committee  responsible  for  implementa¬ 
tion  of  the  empowerment  zone  and  enterprise  community  provi¬ 
sions  of  the  Omnibus  Budget  Reconciliation  Act  of  1993.  Dr.  'Tyson 
was  also  a  member  of  the  Administration’s  Health  Care  Task 
Force,  with  particular  responsibility  for  assessing  the  likely  eco¬ 
nomic  effects  of  various  reform  options.  In  addition.  Dr.  'Tyson 
served  as  a  member  of  the  President’s  National  Science  and  Tech¬ 
nology  Council  (NSTC). 

Dr.  Stiglitz  chaired  the  NS'TC  Subcommittee  on  Social  and  Eco¬ 
nomic  Sciences  Research  under  the  NSTC  Committee  on  Environ¬ 
ment  and  Natural  Resources,  where  he  was  a  strong  advocate  for 
the  application  of  research  findings  in  economics  and  other  social 
sciences  to  the  policy  development  process.  He  is  an  active  partici¬ 
pant  in  the  Intergovernmental  Panel  on  Climate  Change  and  is  a 
lead  author  in  its  forthcoming  re|}ort.  Dr.  Stiglitz  has  been  particu¬ 
larly  active  in  the  Administration’s  environmental  policymaking  ef¬ 
forts.  He  also  participated  in  an  interagency  working  group  formed 
to  assess  the  condition  of  the  oil  and  gas  industry.  In  addition.  Dr. 
Stiglitz  served  on  the  Administration’s  Natural  Disaster  Task 
Force,  the  Task  Force  on  Floodplain  Management,  and  the  Earth¬ 
quake  Task  Force. 


Dr.  Tyson  and  Dr.  Stiglitz  also  played  key  roles  in  the  Adminis¬ 
tration’s  reinventing  government  efforts,  particularly  with  respect 
to  the  Departments  of  Energy,  Transportation,  and  Housing  and 
Urban  Development.  Dr.  Stiglitz  continued  as  co-chair  of  the  sub¬ 
group  on  benefit-cost  analysis  of  the  Administration’s  Regulatoiy 
Working  Group  and  co-chairs  the  working  group  on  reviewing  regu¬ 
lation  of  financial  services.  Dr.  Tyson  and  Dr.  Stiglitz  have  also 
been  very  active  in  the  Administration’s  efforts  to  formulate  policy 
in  telecommunications;  in  June,  Dr.  Stiglitz  supervised  the  prepa¬ 
ration  of  a  Council  White  Paper,  titled  “Economic  Benefits  of  the 
Administration’s  Legislative  Proposals  for  Telecommunications.” 

The  Council  has  engaged  in  a  number  of  efforts  aimed  at  improv¬ 
ing  the  Nation’s  agricultural  and  resource  management  policies. 
With  the  support  of  the  Vice  President’s  office,  the  Council  and  the 
Office  of  Science  and  Technology  Policy  initiated  an  interagency 
working  group  on  bioenergy.  This  work  included  the  evaluation  of 
the  prospective  economic  viability  of  bioenergy  in  future  decades 
and  strategies  for  research,  development,  and  demonstration.  The 
Council,  primarily  through  Dr.  Tyson  and  Dr.  Stiglitz,  has  been  a 
key  participant  in  Administration  deliberations  on  reauthorization 
of  the  farm  bill. 

WEEKLY  ECONOMIC  BRIEFINGS 

Dr.  Tyson  continued  to  conduct  an  oral  weekly  economic  briefing 
for  the  President,  the  Vice  President,  and  the  President’s  other 
principal  economic  advisers.  The  Council,  in  cooperation  with  the 
Office  of  the  Vice  President,  prepares  a  written  Weekly  Economic 
Briefing  of  the  President,  which  serves  as  the  basis  for  the  oral 
briefing.  The  briefing  includes  analyses  of  current  economic  devel¬ 
opments,  more  extended  treatments  of  a  wide  range  of  economic  is¬ 
sues  and  problems,  and  summaries  of  news  on  different  regions 
and  sectors  of  the  economy. 

The  Staff  of  the  Council  of  Economic  Advisers 

The  professional  staff  of  the  Council  consists  of  the  Chief  of  Staff, 
the  Senior  Statistician,  thirteen  senior  economists,  six  staff  econo¬ 
mists,  and  two  research  assistants.  The  professional  staff  and  their 
areas  of  concentration  at  the  end  of  1994  were: 

Chief  of  Staff  and  General  Counsel 
Thomas  P.  O’Donnell 


Senior  Economists 


Jonathan  B.  Baker  .  Regulation,  Industrial  Organization,  and 

Law 

S.  Lael  Brainard  .  International  Economics 

Robert  S.  Dohner .  International  Economics 

Michael  R.  Donihue .  Macroeconomics  and  Forecasting 

Robert  D.  Innes .  Agriculture 

Sally  M.  Kane  .  Science  and  International  Environmental 

Policy 

David  I.  Levine  .  Labor,  Welfare,  and  Education 

Eileen  Mauskopf .  Macroeconomics  and  Finance 

Mark  J.  Mazur .  Public  Finance 

Ellen  E.  Meade  .  International  Economics 

Jay  S.  Stowsky .  Science  and  Technology 

Michael  A.  Toman  .  Environment  and  Natural  Resources 

David  W.  Wilcox  .  Macroeconomics  and  the  Weekly  Economic 

Briefing  of  the  President 


Senior  Statistician 
Catherine  H.  Furlong 
Staff  Economists 


Kimberly  A.  Clausing .  International  Economics 

Maya  N.  Federman .  Labor,  Education  and  Agriculture 

Carolyn  Fischer  .  Public  Finance,  Environment,  and  Natural 

Resources 

Christopher  L.  Foote  .  Macroeconomics 

F.  Halsey  Rogers .  Macroeconomics  and  the  Weekly  Economic 

Briefing  of  the  President 

Eric  D.  Wolff .  Industrial  Organization,  Regulation,  and 

Technology 

Senior  Research  Assistant 

D.  W.  Clark  Dees .  International  Economics  and 

Macroeconomics 

Research  Assistant 

Timothy  S.  Simcoe 

Statistical  Office 


Mrs.  Furlong  manages  the  Statistical  Office.  The  Statistical  Of¬ 
fice  maintains  and  updates  the  Council’s  statistical  information, 
oversees  the  publication  of  the  Economic  Indicators  and  the  statis¬ 
tical  appendix  to  the  Economic  Report,  and  verifies  statistics  in 
Presidential  and  Council  memoremda,  testimony,  and  speeches. 
Susan  P.  Clements  .  Statistician 


Linda  A.  Reilly .  Statistical  Assistant 

Brian  A.  Amorosi  .  Research  Assistant 

Margaret  L.  Snyder .  Secretary 

The  Administrative  Office 

Elizabeth  A.  Kaminski  .  Administrative  Officer 

Catherine  Fibich .  Administrative  Assistant 

Office  of  the  Chair 

Executive  Assistant  to  the  Chau- 
Executive  Assistant  to  the  Chair  and 
Assistant  to  the  Chief  of  Staff 
Executive  Assistant  to  Dr.  Stiglitz 
Executive  Assistant  to  Dr.  Baily 

Staff  Secretaries 

I  Mary  E.  Jones 

Rosalind  V.  Rasin 
Mary  A.  Thomas 

Mrs.  Thomas  also  served  as  Executive  Assistant  for  the  Weekly 
Economic  Briefing  of  the  President. 

Michael  Treadway  provided  editorial  assistance  in  the  prepara¬ 
tion  of  the  1995  Economic  Report. 

Robert  E.  Cumby,  Georgetown  University,  and  David  M.  Cutler, 
Harvard  University,  served  as  consultants  during  the  year.  Student 
interns  during  the  year  were  Kristen  E.  Bowers,  William  P.  Cowin, 
William  B.  Ferretti,  James  C.  Hritz,  Ethan  D.  Kaplan,  Christina 
M.  McCall,  Michael  G.  Rand,  Rachelle  M.  Rowe,  Jesse  Shapiro, 
Megan  L.  Shiflet,  Adam  R.  Skilken,  Nathan  K.  Sleeper,  Megan  R. 
Sweeney,  Chi-Hwa  Holly  Tang,  Anna  R.  Tryon,  and  Raymond  A. 
Wolff. 


Alice  H.  Williams . 

Sandra  F.  Daigle . 

Lisa  D.  Branch . 

Francine  P.  Obermiller 


DEPARTURES 

The  Council’s  senior  economists,  in  most  cases,  are  on  leave  of 
absence  from  faculty  positions  at  academic  institutions  or  from 
other  government  agencies  or  research  institutions.  Their  tenure 
with  the  Council  is  usually  limited  to  1  or  2  years.  Most  of  the  sen¬ 
ior  economists  who  resigned  during  the  year  returned  to  their  pre¬ 
vious  afhliations.  They  are  David  M.  Cutler  (Harvard  University), 
Warren  E.  Farb  (Department  of  Commerce),  Alan  J.  Krupnick  (Re¬ 
sources  for  the  Future),  Erik  R.  Lichtenberg  (University  of  Mary- 
l^d),  Marcus  Noland  (Institute  for  International  Economics),  and 
Matthew  D.  Shapiro  (University  of  Michigan).  Those  going  on  to 
new  positions  were  Robert  E.  Cumby  (Georgetown  University),  Wil¬ 
liam  T.  Dickens  (The  Brookings  Institution),  Constance  R.  Dunham 
(Office  of  the  Comptroller  of  the  Currency),  Pamela  F.  Short  (The 
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Rand  Corporation),  and  Robert  F.  Wescott  (International  Monetary 
Fund). 

Staff  economists  are  generally  graduate  students  who  spend  1 
year  with  the  Council  and  then  return  to  complete  their  disserta¬ 
tions.  Those  who  returned  to  their  graduate  studies  in  1994  are 
Kevin  C.  Murdock  (Stanford  University),  Jeremy  B.  Rudd  (Prince¬ 
ton  University),  Elizabeth  A.  Schneirov  (University  of  Wisconsin), 
and  Darryl  S.  Wills  (Massachusetts  Institute  of  Technology)  and 
Peter  R.  Orszag  (London  School  of  Economics).  Kimberly  J.  O’Neill 
accepted  a  position  with  the  National  Economic  Council/Domestic 
Policy  Council. 

Public  Information 

The  Council’s  Annual  Report  is  the  principal  medium  through 
which  the  Council  informs  the  public  of  its  work  and  its  views.  It 
is  an  important  vehicle  for  presenting  the  Administration’s  domes¬ 
tic  and  international  economic  policies.  Annual  distribution  of  the 
Report  in  recent  years  has  averaged  about  45,000  copies.  The  Coun¬ 
cil  also  has  primary  responsibility  for  compiling  the  monthly  Eco¬ 
nomic  Indicators,  which  is  issued  by  the  Joint  Economic  Committee 
of  the  Congress  and  has  a  distribution  of  approximately  10,000. 
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General  Notes 


Detail  in  these  tables  may  not  add  to  totals  because  of  rounding. 
Unless  otherwise  noted,  all  dollar  flgures  are  in  current  dollars. 
Symbols  used: 

/’Preliminary. 

....  Not  available  (also,  not  applicable). 

Data  in  these  tables  reflect  revisions  made  by  the  source  agencies  from 
January  1994  through  early  February  1995. 
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NATIONAL  INCOME  OR  EXPENDITURE 


Table  B-1. — Gross  domessic  product,  I9i9-94 
[Billions  of  dollars,  except  as  noted;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Personal  consumption  expenditures 


Year  or  quarter 

Gross 

domestic 

product 

Total 

Durable 

goods 

Non¬ 

durable 

goods 

Services 

Total 

Fixed  investment 

Change 

in 

busi¬ 

ness 

inven¬ 

tories 

Total 

Nonresidential 

Resi¬ 

dential 

Total 

Struc¬ 

tures 

Pro¬ 

ducers' 

durable 

equip¬ 

ment 

1959 . 

494.2 

318.1 

42.8 

148.5 

126.8 

78.8 

74.6 

46.5 

18.1 

28.3 

28.1 

4.2 

1960 . 

513.3 

332.4 

43.5 

153.1 

135.9 

78.7 

75.5 

49.2 

19.6 

29.7 

26.3 

3.2 

1961 . 

531.8 

343.5 

41.9 

144.1 

V.9 

48.6 

19.7 

28.9 

26.4 

2.9 

1962 

571.6 

364.4 

47.0 

153.6 

87.9 

52.8 

20.8 

32.1 

29.0 

6.1 

1963 

603.1 

384.2 

51.8 

163.1 

93.4 

55.6 

21.2 

34.4 

32.1 

5.7 

1964 . 

648.0 

412.5 

56.8 

179.7 

175.9 

101.7 

96.7 

62.4 

23.7 

38.7 

34.3 

5.0 

1965 

702.7 

444.6 

63.5 

191.9 

189.2 

118.0 

108.3 

74.1 

28.3 

45.8 

34.2 

9.7 

1966 

769.8 

481.6 

68.5 

130.4 

■ir.'tj 

84.4 

31.3 

53.0 

32.3 

13.8 

1967 

814.3 

70.6 

wTn 

128.0 

Birifn 

85.2 

31.5 

53.7 

32.4 

10.5 

1968. 

889.3 

559.1 

81.0 

Kan 

139.9 

Bl:!ii:l 

92.1 

33.6 

58.5 

38.7 

9.1 

1969 . 

959.5 

603.7 

86.2 

252.2 

265.3 

155.2 

Bihld 

37.7 

65.2 

42.6 

9.7 

1970 

1,010.7 

646.5 

85.3 

270.4 

290.8 

150.3 

148.1 

40.3 

66.4 

41.4 

2.3 

1971 

1,097.2 

700.3 

97.2 

^K7!ck1 

^KTlT!1 

175.5 

111.7 

42.7 

69.1 

55.8 

1972 

1,207.0 

767.8 

110.7 

205.6 

195.7 

126.1 

47.2 

78.9 

69.7 

9.9 

1973 

1,349.6 

848.1 

124.1 

243.1 

225.4 

55.0 

95.1 

75.3 

17.7 

197a . 

1,458.6 

927.7 

123.0 

423.9 

245.8 

231.5 

165.6 

61.2 

104.3 

66.0 

14.3 

1975 

1,585.9 

1,024.9 

134.3 

416.0 

474.5 

226.0 

231.7 

169.0 

61.4 

107.6 

62.7 

-5.7 

19/6 

1,768.4 

1,143.1 

160.0 

531.2 

286.4 

KTivTn 

187.2 

65.9 

121.2 

82.5 

16.7 

1977 

1,974.1 

1,271.5 

182.6 

598.4 

358.3 

BcKKlel 

223.2 

74.6 

148.7 

110.3 

24.7 

1978 

2,232.7 

1,421.2 

202.3 

^EmEi 

677.4 

434.0 

Bli  Ml 

274.5 

93.9 

180.6 

131.6 

27.9 

1979 

2,488.6 

1,583.7 

214.2 

613.3 

756.2 

480.2 

467.5 

326.4 

118.4 

208.1 

141.0 

12.8 

1990 . 

2,708.0 

1,748.1 

212.5 

682.9 

852.7 

467.6 

477.1 

353.8 

137.5 

216.4 

123.3 

-9.5 

1981 

3,030.6 

1,926.2 

228.5 

^EwxEl 

558.0 

532.5 

410.0 

1691 

240.9 

122.5 

25.4 

1982 

3,149.6 

2,059.2 

236.5 

^vTSjki 

KilnH 

413.7 

178.8 

234.9 

105.7 

-15.9 

1983 

3,405.0 

2,257.5 

275.0 

ESQ 

400.2 

153.1 

247.1 

152.0 

-5.5 

1984 

3,777.2 

2,460.3 

317.9 

873.0 

1,269.4 

718.9 

647.8 

468.9 

175.6 

293.3 

178.9 

71.1 

1985 

4,038.7 

2,667.4 

352.9 

919.4 

1,395.1 

714.5 

BSSin 

504.0 

193.4 

310.6 

185.9 

24.6 

1986 

4,268.6 

2,850.6 

389.6 

vjfJn 

Bii!:i<1 

492.4 

174.0 

318.4 

216.6 

8.6 

1987 

4,539.9 

3,052.2 

403.7 

BIImIcI 

BMCItl 

497.8 

171.3 

326.5 

225.2 

26.3 

1988 

4,900.4 

3,296.1 

437.1 

lEf  3 

vI'Kl.'l 

777.4 

545.4 

182.0 

363.4 

232.0 

16.2 

1989 

5,250.8 

3,523.1 

459.4 

1,149.5 

1,914.2 

832.3 

798.9 

568.1 

193.3 

374.8 

33.3 

1990 . 

5,546.1 

3,761.2 

468.2 

1,229.2 

2,063.8 

802.0 

586.7 

201.6 

385.1 

215.3 

6.9 

1991 

5,724.8 

3,902.4 

456.6 

2,188.1 

Kill 

746.6 

557.0 

182.9 

374.1 

189.6 

-1.8 

1992 

6,020.2 

4,136.9 

492.7 

2,348.7 

788.3 

785.2 

561.4 

171.1 

390.3 

223.8 

3.0 

1993 . 

6,343.3 

4,378.2 

538.0 

KMll 

866.7 

616.1 

173.4 

442.7 

250.6 

15.4 

1994  ' . 

6,736.9 

4,627.0 

590.9 

1,393.8 

2,642.2 

1,037.5 

979.8 

697.5 

182.6 

514.9 

282.3 

57.7 

1982  IV 

3,195.1 

2,128.7 

246.9 

787.3 

■  Si  : 

464.2 

510.5 

397.7 

168.9 

228.8 

112.8 

-46.3 

1983  IV 

3,547.3 

2,346.8 

297.7 

; 

■  '4is'  : 

426.9 

154.6 

272.3 

167.7 

20.2 

1984  IV 

3,869.1 

2,526.4 

328.2 

■  Clll  : 

B.'Tli:l 

491.5 

184.1 

307.3 

180.4 

51.0 

1985  IV 

4,140.5 

2,739.8 

354.4 

■  'l*  I 

704.4 

511.3 

195.4 

315.9 

193.1 

32.6 

1986  IV 

4,336.6 

2,923.1 

406.8 

■  ; 

livM 

VTCin 

491.7 

168.4 

323.3 

224.2 

-18.8 

1987  IV 

4,683.0 

3,124.6 

408.8 

■firl:  1 

■  .*:*  ■ 

BlIiiLI 

514.3 

180.0 

334.3 

226.5 

59.3 

1988  IV 

5,044.6 

3,398.2 

452.9 

lliiii'  : 

I  :t;t:  i 

Bilii: 

BIVJLi 

560.2 

186.8 

373.4 

237.3 

17.3 

1989  IV 

5,344.8 

3,599.1 

458.3 

■  ftrjC  e' 

B  c 

B'ILto 

5688 

198.0 

370.8 

226.2 

30.2 

1990  IV 

5,597.9 

3,836.6 

459.5 

1,260.7 

2,116.4 

756.4 

780.3 

584.4 

195.7 

388.7 

195.8 

-23.9 

1991  1 

5,636.8 

3,841.4 

449.3 

1,253.0 

2,139.0 

732.8 

750.7 

568.1 

193.1 

374.9 

182.6 

-17.9 

II . 

5,705.9 

3,885.7 

452.0 

1,259.6 

2,174.1 

■Su 

Bill!] 

561.6 

188.4 

373.2 

184.4 

-12.9 

Ill . 

5,759.9 

3,927.0 

463.8 

1,261.3 

KuU 

554.5 

178.1 

376.4 

192.7 

9.3 

IV . 

5,796.6 

3,955.7 

461.2 

1,257.2 

2,237.3 

756.8 

742.4 

543.7 

172.0 

371.7 

198.7 

14.3 

1992  1 

5,896.8 

4,044.4 

480.1 

1,276.5 

2,287.8 

747.7 

754.0 

544.2 

173.3 

370.9 

209.8 

-6.3 

II 

5,971.3 

4,097.8 

483.3 

1,281.7 

■uSl 

784.0 

562.0 

172.9 

389.2 

222.0 

3.9 

III 

6,043.6 

4,154.0 

495.7 

1,299.6 

WitH 

565.8 

169.6 

396.2 

224.4 

5.3 

IV 

6,169.3 

4,251.3 

511.6 

1,324.3 

2,415.4 

822.0 

812.7 

573.6 

168.6 

405.1 

239.1 

9.3 

1993  1 

6,235.9 

4,294.6 

516.1 

1,327.1 

2,451.4 

853.8 

833.7 

589.8 

170.6 

419.2 

243.9 

20.1 

II 

6,299.9 

4,347.3 

531.2 

1,334.2 

2,481.9 

609.3 

172.3 

437.0 

Eli 

■ 

III 

6,359.2 

4,401.2 

541.9 

■■cinw 

BMtll 

619.0 

173.9 

445.1 

IV 

6,478.1 

4,469.6 

562.8 

2,551.6 

922.5 

Bucj 

646.3 

176.7 

469.6 

EkI 

1994  1 

6,574.7 

4,535.0 

576.2 

1,368.9 

2,589.9 

966.6 

942.5 

665.4 

172.7 

492.7 

277.1 

24.1 

II . 

6,689.9 

4,586.4 

580.3 

1,381.4 

2,624.7 

1,034.4 

967.0 

683.3 

181.8 

501.5 

283.6 

67.4 

Ill . 

6,791.7 

4,657.5 

591.5 

1,4061 

2,659.9 

1,055.1 

992.5 

709.1 

184.6 

524.5 

283.4 

62.6 

IV  . 

6,891.1 

4,728.9 

615.6 

1,418.9 

2,694.5 

1,093.9 

1,017.1 

732.0 

191.3 

540.8 

285.1 

76.8 

Gross  private  domestic  investment 


Sie  nett  pege  for  cmtiomhon  of  laOfe 
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Table  B-1. — Gross  domestic  product,  /95'>-94 — Gsntinued 
[Billions  of  dollars,  except  as  noted;  quarterly  data  at  seasonally  adjusted  annual  rates) 


■  Gross  domestic  product  (GOP)  less  exports  of  goods  and  services  plus  imports  of  goods  and  services. 
<  GOP  plus  net  receipts  of  factor  income  from  rest  of  the  vrorld. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-2. — Gnu  domestic  product  in  7987  dollars,  l9i9-94 


(Billions  of  1987  dollars,  except  as  noted;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Year  or 
quarter 

Gross 

domestic 

product 

Personal  consumption 
expenditures 

Gross  private  domestic  investment 

Fixed  investment 

Change 

in 

busi¬ 

ness 

inven¬ 

tories 

Total 

Durable 

goods 

Non¬ 

durable 

goods 

Services 

Total 

Total 

Nonresidential 

Resi¬ 

dential 

Total 

Struc¬ 

tures 

Pro¬ 

ducers' 

durable 

equip¬ 

ment 

1959 . 

1,928.8 

1,1/89 

114.4 

518.5 

546.0 

296.4 

282.8 

165.2 

74.4 

90.8 

117.6 

13.6 

1960 . 

1,970.8 

1,210.8 

115.4 

526.9 

568.5 

290.8 

282.7 

173.3 

80.8 

92.5 

109.4 

8.1 

1961 . 

2,023.8 

1,238.4 

109.4 

537.7 

591.3 

289.4 

282.2 

172.1 

82.3 

89.8 

110.1 

7.2 

1962 . 

2,128.1 

1,293.3 

120.2 

553.0 

620.0 

321.2 

305.6 

185.0 

86.1 

98.9 

120.6 

15.6 

1963 . 

2,215.6 

1,341.9 

130.3 

563.6 

648.0 

343.3 

327.3 

192.3 

86.9 

105.4 

135.0 

16.0 

1964 . 

2,340.6 

1,417.2 

140.7 

588.2 

688.3 

371.8 

356.2 

214.0 

95.9 

118.1 

142.1 

15.7 

1965 . 

2,470.5 

1,497.0 

156.2 

616.7 

724.1 

413.0 

387.9 

250.6 

111.5 

139.1 

1373 

25.1 

1966 . 

2,616.2 

1,573.8 

166.0 

647.6 

760.2 

438.0 

401.3 

276.7 

119.1 

157.6 

124.5 

36.7 

1967 . 

2,685.2 

1,622.4 

167.2 

659.0 

796.2 

418.6 

391.0 

270.8 

116.0 

154.8 

120.2 

27.6 

1968 . 

2,796.9 

1,707.5 

184.5 

686.0 

837.0 

440.1 

416.5 

280.1 

117.4 

162.7 

136.4 

23.6 

1969 . 

2,873.0 

1,771.2 

190.8 

703.2 

877.2 

461.3 

436.5 

296.4 

123.5 

172.9 

140.1 

24.8 

1970 . 

2,873.9 

1,813.5 

183.7 

717.2 

912.5 

429.7 

423.8 

292.0 

123.3 

168.7 

131.8 

5.9 

1971 . 

2,955.9 

1,873.7 

201.4 

725.6 

946.7 

475.7 

454.9 

286.8 

121.2 

165.6 

168.1 

20.8 

1972 . 

3,107.1 

1,978.4 

225.2 

755.8 

997.4 

532.2 

509.6 

311.6 

124.8 

186.8 

198.0 

22.5 

1973 . 

3,268.6 

2,066.7 

246.6 

777.9 

1,042.2 

591.7 

554.0 

357.4 

134.9 

222.4 

196.6 

37.7 

1974 . 

3,248.1 

2,053.8 

227.2 

759.8 

1,066.8 

543.0 

512.0 

356.5 

132.3 

224.2 

155.6 

30.9 

1975 . 

3,221.7 

2,097.5 

226.8 

767.1 

1,103.6 

437.6 

451.5 

316.8 

118.0 

198.8 

134.7 

-13.9 

1976 . 

3,380.8 

2,207,3 

256.4 

801.3 

1,149.5 

520.6 

495.1 

328.7 

120.5 

208.2 

166.4 

25.5 

1977 . 

3,533.3 

2,296.6 

280.0 

819.8 

1,196.8 

600.4 

566.2 

364.3 

126.1 

238.2 

201.9 

34.3 

1978 . 

3,703.5 

2,391.8 

292.9 

844.8 

1,254.1 

664.6 

627.4 

412.9 

144.1 

268.8 

214.5 

37.2 

1979 . 

3,796.8 

2,448.4 

289.0 

862.8 

1,296.5 

669.7 

656.1 

448.8 

163.3 

285.5 

207.4 

13.6 

1980 . 

3,776.3 

2,447.1 

262,7 

860.5 

1,323.9 

594.4 

602.7 

437.8 

170.2 

267.6 

164.8 

-8.3 

1981 . 

3,843.1 

2,476.9 

264.6 

867.9 

1,344.4 

631.1 

606.5 

455.0 

182.9 

272.0 

151.6 

24.6 

1982 . 

3,760.3 

2,503.7 

262.5 

872.2 

1,368.9 

540.5 

558.0 

433.9 

181.3 

252.6 

124.1 

-17.5 

1983 . 

3,906.6 

2,619.4 

297.7 

900.3 

1,4214 

599.5 

595.1 

420.8 

160.3 

260.5 

174.2 

4.4 

1984 . 

4,148.5 

2,746.1 

338.5 

934.6 

1,473.0 

757.5 

689.6 

490.2 

182.8 

307.4 

199.3 

67.9 

1985 . 

4,279.8 

2,865.8 

370.1 

958.7 

1,537.0 

745.9 

723.8 

521.8 

197.4 

324.4 

202.0 

22.1 

1986 . 

4,404.5 

2,969.1 

402.0 

991.0 

1,576.1 

735.1 

726.5 

500.3 

176.6 

323.7 

226.2 

8.5 

1987 

4,539.9 

3,052.2 

403.7 

1,011.1 

1,637.4 

749.3 

723.0 

497.8 

171.3 

326.5 

225.2 

26.3 

1988 

4,718.6 

3,162.4 

428.7 

1,035.1 

1,698.5 

773.4 

753.4 

530.8 

174.0 

356.8 

222.7 

19.9 

1989 

4,838.0 

3,223.3 

440.7 

1,051.6 

1,731.0 

784.0 

754.2 

540.0 

177.6 

3625 

214.2 

29.8 

1990 

4,897.3 

3,272.6 

443.1 

1,060.7 

1,768.8 

746.8 

741.1 

546.5 

179.5 

367.0 

194.5 

5.7 

1991 

4,867.6 

3,259.4 

425.3 

1,047.7 

1,786.3 

683.8 

684.9 

515.4 

160.6 

354.9 

169.5 

-1.1 

1992 

4,979.3 

3,349.5 

452.6 

1,057.7 

1,839.1 

725.3 

722.9 

525.9 

149.8 

376.2 

196.9 

2.5 

1993 

5,134.5 

3,458.7 

489.9 

1,078.5 

1,890.3 

819.9 

804.6 

591.6 

147.7 

443.9 

213.0 

15.3 

1994' 

5,342.3 

3,578.5 

531.5 

1,109.3 

1,937.8 

955.5 

903.1 

672.4 

150.4 

522.0 

230.6 

52.4 

1987  IV 

3,759.6 

2,539.3 

272.3 

880.7 

1,386.2 

503.5 

548.4 

417.2 

173.2 

244.0 

131.2 

-44.9 

1983  IV 

4,012.1 

2,678.2 

319.1 

915.2 

1,443.9 

669.5 

640.2 

449.6 

162.6 

287.0 

190.6 

29.3 

1984  IV 

4,194.2 

2,784.8 

347.7 

942.9 

1,494.2 

756.4 

708.4 

509.6 

189.5 

320.1 

198.8 

47.9 

1985  IV 

4,333.5 

2,895.3 

369.6 

968.7 

1,557.1 

763.1 

732.9 

525.5 

198.3 

327.2 

207.4 

30.2 

1986  IV 

4,427.1 

3,012.5 

415.7 

1,000.9 

1,595.8 

705.9 

725.9 

495.5 

170.4 

325.0 

230.5 

-20.1 

1987  IV 

4,625.5 

3,074.7 

404.7 

1,014.6 

1,655.5 

793.8 

733.9 

510.6 

177.9 

332.7 

223.3 

59.9 

1988  IV 

4,779.7 

3,202.9 

439.2 

1,046.8 

1,716.9 

785.0 

764.1 

538.8 

175.7 

363.1 

225.3 

209 

1989  IV 

4,856.7 

3,242.0 

436.8 

1,058.9 

1,746.3 

769.5 

744.6 

536.7 

179.8 

356.9 

208.0 

24.9 

1990  IV 

4,867.2 

3,265.9 

433.2 

1,057.5 

1,775.2 

695.7 

716.6 

540.2 

172.8 

367.4 

176.3 

-20.9 

1991:  1 . 

4,842.0 

3,242.9 

420.6 

1,049.5 

1,772.8 

670.0 

686.4 

522.2 

169.8 

352.5 

164.2 

-16.4 

II . 

4,867.9 

3,259.5 

421.9 

1,051.7 

1,785.9 

671.5 

683.4 

518.3 

165.3 

353.0 

165.1 

-11.9 

Ill . 

4,879.9 

3,269.8 

431.3 

1,049.3 

1,789.2 

696.0 

685.6 

514.4 

155.8 

358.6 

171.2 

10.4 

IV . 

4,880.8 

3,265.3 

427.7 

1,040.4 

1,797.3 

697.9 

684.4 

506.9 

151.4 

355.5 

177.5 

13.5 

1992:  1 . 

4,918.5 

3,311.4 

443.4 

1,051.1 

1,817.0 

687.2 

693.5 

506.8 

152.5 

354.3 

186.7 

-6.3 

II . 

4,947.5 

3,325.4 

443.8 

1,049.3 

1,832.3 

725.5 

721.3 

524.8 

151.9 

372.9 

196.5 

4.2 

Ill . 

4,990.5 

3,357,6 

454.5 

1,056.4 

1,846.7 

733.3 

728.1 

531.2 

148.4 

382.8 

196.9 

5.2 

IV . 

5,060.7 

3,403.4 

468.8 

1,074.2 

1,860.4 

755.2 

748.6 

540.9 

146.3 

394.6 

207.7 

6.6 

1993:  1 . 

5,075.3 

3,417,2 

472.5 

1,070.0 

1,874.8 

789.2 

770.7 

560.3 

147.2 

413.0 

210.4 

18.5 

II . 

5.105.4 

3,439.2 

483.7 

1,074.3 

1,881.2 

806.2 

787.3 

S81.0 

147.3 

433.7 

206.3 

18.9 

Ill . 

5,139.4 

3,472.2 

492.7 

1,081.7 

1,897.8 

821.8 

808.8 

597.9 

147.5 

450.3 

211.0 

13.0 

IV . 

5,218.0 

3,506.2 

510.8 

1,088.0 

1,907.4 

862.5 

851.7 

627.2 

148.7 

478.5 

224.5 

10.8 

1994:  1 . 

5,261.1 

3,546.3 

521.7 

1,098.3 

1,926.3 

898.9 

873.4 

643.6 

144.1 

499.4 

229.9 

25.4 

II . 

5,314.1 

3,557.8 

522.2 

1,104.3 

1,931.4 

950.9 

891.7 

657.9 

151.0 

506.9 

233.8 

59.2 

Ill  . 

5,367.0 

3,584.7 

529  6 

1,113.4 

1,941.8 

967.3 

910.2 

680.0 

151.6 

528.4 

230.2 

57.1 

IV' . 

5.426.8 

J _ 

3,625.1 

552.4 

1,121.1 

1,951.7 

1,004.9 

936.9 

708.2 

154.9 

553.3 

_ 

228.7 

68.0 

See  nett  psge  tor  contimtioo  o!  table. 
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Table  B-2. — Gross  domestic  product  in  1987  dollars.  1959-94 — Continued 
[Billions  of  1987  dollars,  except  as  noted;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Net  exports  of  goods  and 
services 


Percent  change 
from  preceding 
period 


Table  B-3. — Implicit  price  deflators  for  gross  domestic  product.  19i9-94 
[Indei  numbers,  1987=100,  except  as  noted;  quarterly  data  seasonally  adjusted] 


Year  or  quarter 

Gross 

domestic 

product 

Personal  consumption 
expenditures 

Gross  private  domestic  investment: 

Fixed  investment 

Total 

Durable 

goods 

Services 

Total 

Nonresidential 

Resi¬ 

dential 

Total 

Struc¬ 

tures 

Pro¬ 

ducers’ 

durable 

equip¬ 

ment 

1959 . 

25.6 

27.0 

37.4 

28.6 

23.2 

26.4 

28.1 

31.2 

23.9 

1960 

26.0 

27.5 

37.7 

29.1 

23.9 

26.7 

28.4 

32.1 

24.0 

1961 

26.3 

27.7 

38.3 

29.3 

24.4 

26.6 

28.2 

32.2 

24.0 

1962 

26.9 

28.2 

39.1 

29.6 

24.8 

26.8 

28.6 

24.1 

32.4 

24.0 

1963 

27.2 

28.6 

39.7 

30.1 

25.2 

26.8 

28.9 

24.4 

32.6 

23.8 

1964 

27.7 

29.1 

40.4 

30.5 

25.6 

27.1 

29.2 

24.7 

32.8 

24.1 

1965 

28.4 

29.7 

31.1 

26.1 

27.9 

29.6 

25.4 

32.9 

24.9 

1966 

29.4 

30.6 

41.3 

32.2 

26.9 

29.1 

30.5 

26.3 

33.6 

25.9 

1967 

30.3 

31.4 

42.3 

32.9 

27.8 

30.1 

31.5 

27.2 

34.7 

26.9 

1968 

31.8 

32.7 

43.9 

34.3 

29.0 

31.4 

32.9 

28.6 

36.0 

28.4 

1969 

33.4 

34.1 

45.2 

35.9 

33.3 

34.7 

30.5 

37.7 

1970 

35.2 

35.6 

46.4 

37.7 

31.9 

34.9 

36.5 

32.7 

39.4 

31.4 

1971 

37.1 

37.4 

48.3 

39.0 

33.8 

36.8 

39.0 

35.2 

41.7 

33.2 

1972 

38.8 

38.8 

49.2 

40.4 

35.3 

38.4 

37.8 

42.2 

35.2 

1973 

41.3 

41.0 

50.3 

43.7 

36.9 

40.7 

42.0 

40.7 

42.7 

38.3 

1974 

44.9 

45.2 

54.1 

50.1 

39.7 

45.2 

46.4 

46.3 

46.5 

42.4 

1975 

49.2 

48.9 

59.2 

54.2 

43.0 

51.3 

53.3 

52.0 

54.1 

46.6 

1976 

52.3 

51.8 

62.4 

56.4 

46.2 

54.5 

56.9 

54.7 

58.2 

49.6 

1977 . 

55.9 

55.4 

65.2 

59.8 

50.0 

58.9 

61.3 

59.2 

62.4 

54.6 

1978 . 

60.3 

59.4 

69.1 

64.1 

54.0 

64.7 

66.5 

65.2 

67.2 

61.3 

1979 . 

65.5 

64.7 

74.1 

71.1 

58.3 

71.2 

72.7 

72.5 

72.9 

68.0 

1980 . 

71.7 

71.4 

80.9 

79.4 

64.4 

79.2 

80.8 

80.9 

74.8 

1981 

77.8 

86.4 

85.7 

70.9 

87.8 

92.5 

88.5 

80.9 

1982 

82.2 

90.1 

88.6 

76.7 

93.1 

95.3 

98.6 

93.0 

85.2 

1983 

86.2 

92.4 

90.8 

81.9 

92.8 

95.1 

95.5 

94.8 

87.3 

1984 

91.0 

89.6 

93.9 

93.4 

86.2 

93.9 

95.7 

96.1 

95.4 

89.7 

1985 . 

94.4 

93.1 

95.4 

95.9 

90.8 

95.3 

96.6 

98.0 

95.7 

92.0 

1986 . 

96.9 

96.0 

96.9 

96.1 

95.7 

97.6 

98.4 

98.5 

98.4 

95.8 

1987 . 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1988 

104.2 

102.0 

103.7 

105.1 

103.2 

102.8 

104.6 

101.9 

104.2 

1989 

BEX 

104.2 

109.3 

110.6 

105.9 

105.2 

103.4 

107.8 

1990 

113.3 

114.9 

105.7 

115.9 

116.7 

108.2 

107.3 

112.3 

104.9 

110.7 

1991 

117.6 

119.7 

107.3 

120.0 

122.5 

109.0 

108.1 

113.9 

105.4 

111.9 

1992 

120.9 

123.5 

108.9 

122.5 

127.7 

108.6 

106.7 

114.2 

103.8 

113.7 

1993 

123.5 

126.6 

109.8 

124.2 

132.3 

107.7 

104.1 

117.4 

99.7 

117.6 

1994  ' . 

126.1 

129.3 

111.2 

125.7 

136.4 

108.5 

103.7 

121.4 

98.6 

122.4 

1982  IV 

85.0 

83.8 

90.6 

89.4 

79.0 

93.1 

95.3 

97.5 

93.8 

86.0 

1983  IV 

88.4 

87.6 

93.3 

91.8 

83.7 

92.9 

95.0 

95.1 

94.9 

88.0 

1984  IV 

92.3 

90.7 

94.4 

94.2 

87.7 

94.8 

96.4 

97.2 

96.0 

90.7 

1985  IV 

95.5 

94.6 

95.9 

97.0 

92.9 

96.1 

97.3 

98.5 

96.5 

93.1 

1986  IV 

98.0 

97.0 

97.8 

96.3 

97.3 

98.6 

99.2 

98.8 

99.5 

97.3 

1987  IV 

101.2 

101.6 

101.0 

101.5 

101.9 

101.0 

100.7 

101.2 

100.5 

101.5 

1988  IV 

105.5 

106.1 

103.1 

105.6 

107.1 

104.4 

104.0 

106.3 

102.8 

105.3 

1989  IV 

110.1 

111.0 

104.9 

110.8 

112.7 

106.8 

106.0 

110.1 

103.9 

108.8 

1990  IV 

115.0 

117.5 

106.1 

119.2 

119.2 

108.9 

108.2 

113.3 

105.8 

111.1 

1991  1 

116.4 

118.5 

106.8 

119.4 

120.7 

109.4 

108.8 

113.8 

106.4 

111.2 

II 

117.2 

119.2 

107.1 

119.8 

121.7 

109.2 

108.4 

114.0 

105.7 

111.7 

III 

118.0 

120.1 

107.5 

123.1 

109.0 

107.8 

114.3 

105.0 

112.5 

IV 

118.8 

121.1 

107.8 

124.5 

108.5 

107.3 

113.6 

104.6 

111.9 

1992  1 

119.9 

122.1 

108.3 

121.4 

125.9 

108.7 

107.4 

113.7 

104.7 

112.4 

II . 

120.7 

123.2 

108.9 

122.1 

127.3 

108.7 

107.1 

113.8 

104.4 

113.0 

Ill . 

121.1 

123.7 

109.1 

123.0 

127.7 

108.5 

106.5 

114.3 

103.5 

114.0 

W . 

121.9 

124.9 

109.1 

123.3 

129.8 

108.6 

106.0 

115.2 

102.6 

115.1 

1993: 1 . 

122.9 

125.7 

109.2 

124.0 

130.8 

108.2 

105.3 

115.9 

101.5 

115.9 

II . 

123.4 

126.4 

109.8 

124.2 

131.9 

108.1 

104.9 

116.9 

100.8 

117.2 

Ill . 

123.7 

126.8 

110.0 

123.9 

132.7 

107.4 

103.5 

1179 

98.8 

118.2 

IV . 

124.1 

127.5 

110.2 

124.6 

133.8 

107.3 

103.0 

118.8 

98.1 

119.0 

1994: 1 . 

125.0 

127.9 

110.5 

124.6 

134.4 

107.9 

103.4 

119.8 

98.7 

120.5 

II . 

125.9 

128.9 

111.1 

125.1 

135.9 

108.4 

103.9 

120.4 

98.9 

121.3 

Ill . 

126.5 

129.9 

111.7 

126.3 

137.0 

109.0 

104.3 

121.8 

99.2 

123.1 

IV  ». . 

127.0 

130.4 

111.4 

126.6 

138.1 

108.6 

103.4 

123.5 

97.7 

124.7 

See  oat  pige  for  corttioutlion  ot  totte 
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Table  B-3. — Implicit  price  deflators  for  gross  domestic  product,  7959-94 — 0>nrinued 


rinde>  numbers,  1987=100,  except  as  noted;  quarterly  data  seasonally  adjusted] 


■  Gross  domestic  product  (GOf )  less  exports  of  goods  and  services  phis  imports  of  goods  and  services. 
'  Percent  change  from  preceding  period;  quarterly  changes  are  at  annual  rates. 


Note.— Separate  deflators  are  not  calculated  for  gross  private  domestic  investment,  change  in  business  inventories,  and  net  exports 
of  goods  and  services. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-4. — Fixtd-wtighttd  price  indexes  for  gross  domestic  product,  1987  weights,  I9}9-94 


(Indti  numtars,  1987  >100,  eic«pl  ts  noted;  quarterly  data  seasonally  adjusted] 


Year  or 
quarter 

Personal  consumption 
expenditures 

Gross  private  domestic  investment: 

Fixed  investment 

Gross 

domestic 

product 

Total 

Durable 

goods 

Non¬ 

durable 

goods 

Services 

Nonresidential 

Resi¬ 

dential 

Total 

Total 

Struc¬ 

tures 

Pro¬ 

ducers’ 

durable 

equip¬ 

ment 

1959 . 

304 

544 

314 

23  9 

24.1 

25.0 

I960 . 

30.8 

54.1 

31.8 

24.5 

24.1 

25.1 

1961 . 

31.1 

53.8 

32.0 

25.0 

24.0 

25.1 

1962 . 

31.3 

534 

32.1 

25.3 

24.2 

25.0 

1963 

31.6 

53.1 

32.5 

25.7 

24.5 

24.7 

1964 

319 

53  1 

328 

26  1 

24.9 

24.9 

1965 

32.2 

52.1 

33.3 

26.7 

25.6 

25.5 

1966 

32.8 

51.3 

34.3 

27.4 

26.6 

26.4 

1967 

33.7 

51.8 

35.1 

28.3 

27.5 

27.2 

1968 

35.0 

53.1 

36.5 

29.6 

28.8 

28.6 

1969 

36.3 

54.2 

38.1 

30.7 

30.7 

30.6 

1970 

37.9 

55.1 

39.9 

32.4 

32.8 

31.7 

1971 

39.5 

56.7 

41.1 

34.3 

35.2 

33.5 

1972 

408 

57.1 

42.4 

35.9 

37.9 

35.5 

1973 

42.7 

57.8 

45.3 

37.4 

40.8 

38.6 

1974 

46.7 

61.0 

51.3 

40.3 

46.3 

42.7 

1975 

50.5 

66.0 

55.3 

43.7 

51.5 

46.7 

1976 

53.3 

69.1 

57.5 

46.9 

53.7 

49.7 

1977 . 

56.7 

71.7 

60.8 

50.5 

57.8 

547 

1978 . 

607 

75.2 

64.7 

54.6 

63.7 

61.4 

1979 

65.8 

80.0 

71.3 

59.0 

71.3 

68.2 

1980 . 

72.6 

84.7 

79.6 

65.3 

78.5 

75.3 

1981 . 

78.9 

89.5 

86.0 

71.9 

87.3 

81.3 

1982 

848 

83.2 

92.4 

88.8 

77.4 

95.6 

100.3 

92.9 

104.2 

85.3 

1983 

88.1 

86.7 

93.7 

91.1 

82.4 

94.8 

98.3 

92.5 

101.3 

87.3 

1984 

91.1 

89.9 

94.9 

93.7 

86.4 

94.7 

96.8 

94.1 

98.3 

89.8 

1985 . 

94.3 

93.3 

96.0 

96.2 

90.9 

95.7 

97.3 

96.9 

97.5 

92.1 

1986 . 

97.0 

96.1 

97.1 

96.1 

95.3 

97.9 

98.8 

98.5 

99.0 

95.8 

1987 . 

100.0 

100.0 

100.0 

100.0 

100.0 

1000 

100.0 

100.0 

100.0 

100.0 

1988 . 

104.0 

104.3 

102.0 

103.8 

105.1 

103.3 

102.8 

104.6 

101.9 

104.3 

1989 . 

108.6 

109.5 

104.5 

109.5 

110.7 

106.3 

105.6 

109.0 

103.9 

107.8 

1990 . 

113.6 

115.2 

106.3 

116.2 

116.8 

109.1 

108.4 

112.4 

106.2 

110.7 

1991 . 

118.1 

120.3 

109.1 

120.5 

123.0 

110.8 

110.2 

113.9 

108.3 

111.9 

1992 . 

121.9 

124.6 

111.6 

123.0 

128.7 

112.0 

111.2 

114.1 

109.7 

113.6 

1993 . 

125.5 

128.1 

113.9 

125.0 

133.5 

114.4 

113.0 

117.3 

110.7 

117.4 

1994'. . 

128.9 

131.2 

117.0 

126.6 

137.6 

117.5 

115.5 

121.2 

112.5 

122.1 

1982:  IV . 

86.3 

84.7 

92.6 

89.7 

79.6 

95.4 

99.6 

93.5 

102.8 

86.2 

1983:  IV . 

89.3 

88.2 

94.5 

92.0 

84.2 

94.6 

97.6 

92.4 

100.3 

88.0 

1984:  IV . 

92.3 

91.0 

95.2 

94.4 

87.9 

95.1 

97.0 

95.3 

97.9 

90.8 

1985:  IV . 

95.5 

94.8 

96.3 

97.2 

92.9 

96.4 

97.9 

97.8 

97.9 

93.1 

1986:  IV . 

98.0 

97.1 

97.9 

96.3 

97.3 

98.8 

99.5 

99.0 

99.8 

97.3 

1987:  IV . 

101.3 

101.6 

101.0 

101.5 

101.9 

101.0 

100.7 

101.2 

100.5 

101.5 

1988:  IV . 

105.6 

106.2 

103.3 

105.7 

107.2 

104.5 

104.0 

106.2 

102.9 

105.4 

1989:  IV . 

110.2 

111.2 

105.2 

111.0 

112.8 

107.3 

106.6 

110.3 

104.7 

108.8 

1990:  IV . 

115.3 

117.9 

106.9 

119.7 

119.5 

110.0 

109.4 

113.3 

107.4 

111.1 

1991:1 . 

116.8 

118.9 

108.1 

119.8 

121.1 

110.5 

110.2 

113.7 

108.3 

111.3 

II . 

117.7 

119.8 

108.7 

120.3 

122.2 

110.6 

110.1 

113.9 

108.1 

111.7 

Ill . 

118.6 

120.8 

109.6 

120.6 

123.6 

111.0 

110.3 

114.3 

108.2 

112.6 

IV . 

119.4 

121.8 

110.0 

121.3 

125.1 

110.9 

110.4 

113.5 

108.7 

112.1 

1992:1 . 

120.5 

122.9 

110.7 

121.9 

126.6 

111.3 

110.8 

113.6 

109.3 

112.4 

II . 

121.5 

124.1 

111.5 

122.6 

128.1 

111.6 

111.0 

113.7 

109.6 

113.0 

Ill . 

122.3 

125.2 

111.9 

123.6 

129.4 

112.2 

111.5 

114.2 

110.0 

113.9 

IV . 

123.2 

126.1 

112.3 

124.0 

130.8 

112.7 

111.6 

115.1 

109.8 

115.1 

1993:1 . 

124.4 

127.0 

112.7 

124.7 

131.9 

113.3 

112.2 

115.8 

110.3 

115.7 

II . 

125.2 

127.8 

113.7 

125.0 

133.1 

114.1 

112.8 

116.9 

110.7 

116.9 

Ill . 

125.8 

128.3 

114.3 

124.7 

133.9 

114.7 

113.3 

117.8 

110.9 

118.0 

IV . 

126.6 

129.1 

115.0 

125.4 

135.0 

115.3 

113.7 

118.8 

111.1 

118.8 

1994: 1 . 

127.5 

129.8 

115.5 

125.4 

135.9 

116.2 

114.4 

119.7 

111.7 

120.2 

II . 

128.5 

130.7 

116.7 

125.9 

137.0 

117.0 

115.2 

120.3 

112.5 

121.0 

Ill . 

129.4 

131.8 

117.8 

127.3 

138.1 

118.1 

116.0 

121.7 

113.0 

122.8 

IV' . 

130.3 

132.6 

118.1 

127.7 

139.2 

118.9 

116.4 

123.3 

112.8 

124.5 

See  next  page  for  cootiouetioti  et  tM. 
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Table  B-4. — FixtJ  wtighitii  price  imiexes /»r  gross  domestic  product,  1987  weights.  I9S9-94 — Continued 


(Indn  tMMtMn,  1987  - 100,  eicapt  k  notad;  quarterly  data  seasonally  adiustad] 


Year  or  quarter 

Ejvorts  and 
imports  of  goods 
and  services 

Govommont  purchases  j 

Final 
sales  of 
domestic 
product 

Gross 
domestic 
pur¬ 
chases  ' 

tacant 

Total 

Fodaral 

State 

and 

local 

GOP 
fixed- 
mighted 
price 
index  * 

Ejqwrts 

Imports 

Total 

National 

defense 

Non- 

defense 

1959 . 

246 

28.6 

21  5 

1560 . 

29.0 

221 

1961 . 

29.3 

22.5 

1967. 

30.0 

23.4 

1553. 

30.6 

238 

1964. 

27.3 

31.3 

24.2 

1965. 

27.9 

32.0 

24  8 

1566 

29.0 

32.8 

260 

1967. 

90.2 

33.9 

274 

ir»  . 

31.8 

35.6 

289 

1969 . 

33.7 

37.4 

30.8 

1970. 

36.2 

40.2 

33.1 

19/1. 

38.6 

42.9 

35.3 

1972 . 

41.1 

46.0 

46.2 

45.2 

37.3 

1973 . 

43.7 

48.4 

49.0 

46.4 

40.1 

1974 . 

46.9 

50.2 

51.2 

47.4 

443 

1575. 

51.4 

54.6 

55.1 

Is/S. 

54.4 

57.3 

57.8 

1977. 

57.7 

60.4 

60.7 

!97S. 

61.7 

64.1 

64.5 

1979 . 

66.8 

68.9 

69.6 

ISSO. 

73.3 

75.2 

76.3 

71.9 

71.9 

1981. 

79.6 

82.3 

83.3 

79.1 

77.6 

1982 . 

100.4 

1012 

85.0 

885 

897 

847 

823 

849 

8S4 

1563. 

99.7 

97.7 

88.5 

92.2 

93.5 

88.4 

85.5 

88.2 

88.3 

3.9 

1984. 

99.9 

96.8 

92.2 

95.6 

96.9 

91.4 

89.6 

91.2 

91.0 

3.4 

iSSS. 

98.2 

94.6 

95.4 

97.9 

98.8 

94.9 

93.5 

94.4 

94.0 

3.5 

1566. 

97.3 

93.8 

97.6 

99.0 

99.5 

97.5 

96.5 

97.0 

96.6 

2.8 

1987. 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

3.1 

1588 . 

105.7 

105.4 

103.7 

102.8 

103.1 

102.0 

104.3 

104.0 

104.0 

4.0 

1989 . 

108.2 

108.5 

107.9 

107.0 

107.1 

106.7 

108.6 

108.6 

108.6 

4.5 

1550 . 

110.0 

112.4 

112.6 

111.8 

112.1 

110.8 

113.2 

113.6 

113.7 

4.6 

1991. 

112.6 

113.8 

116.8 

116.5 

116.5 

116.6 

117.0 

118.2 

118.1 

4.0 

1532 . 

113.9 

115.4 

120.8 

121.5 

122.0 

119.8 

120.3 

122.0 

121.8 

3.2 

1533 . 

115.3 

115.2 

124.5 

126.1 

126.6 

124.3 

123.4 

125.6 

125.2 

3.0 

1994' . 

118.1 

1172 

128.6 

131.1 

131.5 

129.9 

126.6 

129.0 

128.5 

2.7 

1982:  IV 

99.4 

99.4 

86.7 

90.4 

91.4 

87.1 

83.8 

86.3 

86.7 

1983:  IV 

100.3 

97.3 

89.3 

92.7 

93.9 

88.7 

86.7 

89.4 

89.3 

1984:  IV 

99.3 

96.0 

93.9 

97.7 

99.3 

92.6 

91.1 

92.3 

92.1 

1985:  IV 

97.9 

96.0 

96.9 

99.4 

100.5 

95.9 

94.9 

95.6 

95.4 

1986:  IV 

97.6 

93.7 

98.3 

99.0 

99.3 

98.3 

97.8 

98.0 

97.6 

1987:  IV 

101.7 

102.8 

101.0 

100.2 

100.3 

100.1 

101.5 

101.3 

101.4 

1988:  IV 

107.0 

106.5 

104.8 

103.7 

103.9 

102.9 

105.8 

105.7 

105.6 

1989:  IV 

108.1 

108.6 

109.1 

108.2 

108.3 

107.8 

109.9 

110.2 

110.2 

1990;  IV 

111.9 

118.3 

114.4 

113.5 

114.0 

112.0 

115.1 

115.4 

115.9 

1991:1 

112.6 

115.5 

115.8 

115.4 

115.3 

115.8 

116.1 

116.9 

117.0 

5.1 

II 

112.3 

113.0 

116.2 

115.7 

115.5 

116.5 

116.6 

117.8 

117.6 

3.1 

III . 

112.3 

112.6 

117.1 

116.7 

116.7 

116.8 

117.4 

118.7 

118.5 

3.3 

IV . 

113.0 

114.1 

118.0 

118.3 

118.7 

117.1 

117.8 

119.5 

119.3 

2.7 

1992- 1 . 

1132 

113.9 

119.5 

120.5 

121.0 

118.8 

118.7 

120.6 

120.4 

3.9 

II . 

113.8 

114.8 

120.5 

121.3 

121.9 

119.5 

120.0 

121.6 

121.4 

3.3 

Ill . 

114.1 

116.7 

121.4 

122.0 

122.6 

120.2 

121.0 

122.4 

122.4 

2.7 

IV . 

114.3 

116.4 

121.8 

122.2 

122.7 

120.9 

121.5 

123.3 

123.1 

2.8 

1993: 1 . 

114.7 

114.7 

123.5 

125.0 

125.6 

123.0 

122.4 

124.5 

124.1 

42 

II . 

115.3 

115.9 

124.3 

125.7 

126.0 

124.7 

123.2 

125.3 

124.9 

2.4 

Ill . 

115.4 

115.0 

124.9 

126.5 

127.0 

125.1 

123.7 

125.9 

125.4 

2.0 

IV . 

115.6 

115.3 

125.4 

127.0 

127.9 

124.4 

124.1 

126.7 

126.2 

2.4 

1994: 1 . 

116.7 

114.5 

126.7 

128.5 

129.0 

127.2 

125.3 

127.7 

127.0 

3.1 

II . 

117.5 

116.2 

128.3 

130.9 

131.1 

130.5 

126.2 

128.6 

128.0 

2.9 

Ill . 

118.4 

118.5 

129.2 

131.9 

132.5 

130.1 

127.1 

129.5 

129.1 

3.0 

IV» . 

119.8 

119.4 

130.1 

133.0 

133.3 

131.8 

127.9 

130.4 

129.9 

2.6 

'  Gross  domestic  product  (GOP)  less  exports  of  goods  and  services  plus  imports  of  goods  and  services. 

*  Percent  change  from  preceding  period:  quarterly  changes  are  at  annual  rates. 

Note.— Separate  price  indexes  are  not  calculated  lor  gross  private  domestic  investment,  change  in  business  inventories,  and  net 
exports  of  goods  and  services. 

Source;  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-5. — Fixed-weighted  and  alternative  quantity  and  price  indexes  for  total  GDP,  19i9-94 
(Index  numbers,  1987=100;  quarterly  data  seasonally  adjusted] 


Gross  domestic  product 


Year  or  quarter 

Quantity  indexes 

Price  indexes 

Implicit 

price 

deflator 

Current 

dollars 

Fixed  1987 
weights 

Chain-type 

annual 

weights 

Benchmark 

years 

weights 

Fixed  1987 
weights 

Chain-type 

annual 

weights 

Benchmark 

years 

weights 

1959 . 

10.9 

42.5 

39.2 

38  8 

27.8 

28.0 

25.6 

I960 . 

11.3 

43.4 

40.1 

39.7 

28.2 

28.4 

26.0 

1961 . 

11.7 

44.6 

41.0 

40.7 

28.5 

288 

26.3 

1962 

12.6 

46.9 

43.5 

43.2 

28.9 

26.9 

1963 

13.3 

48.8 

45.4 

45.1 

29.3 

27.2 

1964 

14.3 

51.6 

48.1 

47.8 

29.7 

27.7 

1965 

15.5 

54.4 

51.2 

50.8 

30.2 

28.4 

1966 

17.0 

57.6 

54.5 

54.1 

31 1 

31.3 

29.4 

1967 

17.9 

59.1 

55.9 

55.5 

32.1 

32.3 

30.3 

1968 

19.6 

61.6 

58.5 

58.0 

33.5 

33.7 

31.8 

1969 

21.1 

633 

60.3 

59.8 

35.1 

35.2 

33.4 

1970 

22.3 

63.3 

60.3 

59.8 

36.9 

37.1 

35.2 

1971 

24.2 

65.1 

62.3 

61.8 

38.8 

39.0 

37.1 

1972 

26.6 

68.4 

65.7 

65.3 

40.5 

40.7 

38.8 

1973 

29.7 

72.0 

69.6 

69.1 

42.7 

43.0 

41.3 

1974 . 

32.1 

71.5 

69.2 

687 

46.5 

46.7 

44.9 

1975 . 

34.9 

71.0 

68.7 

68.1 

50.9 

51.1 

49.2 

1976 . 

39.0 

74.5 

72.4 

71.8 

53.8 

54.1 

52.3 

1977 . 

43.5 

77  8 

76.0 

75  5 

57.3 

57.6 

55.9 

1978 . 

49.2 

81.6 

79.9 

79.4 

61.5 

61.4 

60.3 

1979 

54.8 

83.6 

82.2 

81.7 

66.7 

66.6 

65.5 

1980 

59.6 

83.2 

82.0 

81.7 

72.7 

72.7 

71.7 

1981 

66.8 

84.7 

84.0 

83.9 

79.4 

79.3 

78.9 

1982 

69.4 

82.8 

82.2 

82.3 

84.8 

84.4 

84.3 

83.8 

1983 

75.0 

86.0 

85.3 

85.5 

88.1 

87.9 

87.7 

87.2 

1984 . 

83.2 

91.4 

91.3 

91.2 

91.1 

91.1 

90.9 

91.0 

1985 . 

89.0 

94.3 

94.3 

94.2 

94.3 

94.4 

94.2 

94.4 

1986 

94.0 

97.0 

97.0 

96.9 

97.0 

97.0 

%.9 

96.9 

1987 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1988 

107.9 

103.9 

103.9 

103.8 

104.0 

103.9 

103.9 

103.9 

1989 

115.7 

106.6 

106.6 

106.4 

108.6 

108.5 

108.5 

108.5 

1990 . 

122.2 

107.9 

107.9 

107.7 

113.6 

113.2 

113.3 

113.3 

1991 

1261 

107.2 

107.2 

106.9 

118.1 

117.7 

117.8 

117.6 

1992 

132.6 

109.4 

109.3 

121.9 

121.2 

121.4 

120.9 

1993 

139.7 

113.1 

112.2 

112.0 

125.5 

124.6 

124.8 

123.5 

1994  ' . 

148.4 

117.7 

116.1 

116.0 

128.9 

127.9 

128.1 

126.1 

1989  1 

113.4 

106.1 

106.1 

105.9 

106.9 

106.9 

106.8 

106.9 

II 

115.2 

106.6 

106.6 

106.4 

108.2 

108.1 

108.0 

108.1 

III 

116.3 

106.6 

106.6 

106.4 

109.2 

109.0 

109.0 

109.1 

IV 

117.7 

107.0 

107.0 

106.8 

110.2 

110.0 

110.0 

110.1 

1990  1 

120.3 

107.9 

108.0 

107.7 

111.7 

111.5 

111.5 

111.5 

II 

122.0 

108.3 

108.4 

108.1 

112.9 

112.7 

112.7 

112.7 

III 

123.0 

108.1 

108.1 

107.9 

114.3 

113.9 

114.0 

113.8 

IV 

123.3 

107.2 

107.3 

107.0 

115.3 

114.9 

115.0 

115.0 

1991  1 

124.2 

106.7 

106.7 

106.4 

116.8 

116.4 

116.5 

116.4 

II 

125.7 

107.2 

107.2 

106.9 

117.7 

117.3 

117.4 

117.2 

III 

126.9 

107.5 

107.4 

107.2 

118.6 

118.2 

118.3 

118.0 

IV 

127.7 

107.5 

107.4 

107.2 

119.4 

118.9 

119.0 

118.8 

1992  1 

129.9 

108.3 

108.2 

108.0 

120.5 

120.0 

120.2 

119.9 

II . 

131.5 

109.0 

108.8 

108.6 

121.5 

120.9 

121.1 

120.7 

Ill . 

133.1 

109.9 

109.6 

1095 

122.3 

121.6 

121.8 

121.1 

iV 

135.9 

111.5 

111.0 

110.9 

123.2 

122.4 

122.6 

121.9 

1993  1 

137.4 

111.8 

111.2 

111.0 

124.4 

123.6 

123.8 

122.9 

II 

138.8 

112.5 

111.7 

111.5 

125.2 

124.3 

124.5 

123.4 

III 

140.1 

113.2 

112.2 

112.0 

125.8 

124.9 

125.1 

123.7 

IV 

142.7 

114.9 

113.6 

113.4 

126.6 

125.6 

125.8 

124.1 

1994  1 

144.8 

115.9 

114.5 

114.3 

127.5 

126.6 

126.8 

125.0 

II . 

147.4 

117.1 

115.6 

115.5 

128.5 

127.5 

127.7 

125.9 

Ill . 

149.6 

118.2 

116.7 

116.5 

129.4 

128.4 

128.5 

126.5 

IV  ' . 

151.8 

117.7 

117.6 

130.3 

129.1 

129.3 

127.0 

Note.— For  Information  on  these  series  see  Smey  ot  Comot  Busmss,  April  1992  and  March  1993. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-6. — Changes  in  fixed-weighted  and  altemathe  quantity  and  price  indexes  for  total  GDP. 

I9i9-94 

{Percent  change  from  preceding  period;  quarterly  data  at  seasonally  adjusted  annual  rates] 


■  Percent  change  In  GOP  in  1987  dollars. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


Table  B-7. — Gross  domestic  product  by  major  type  of  product,  I9i9-94 
(Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Final  Change 

i  li- 


Durable  goods  Nondurable  goods 

Change  Change  Change  Serv-  Struc- 

in  in  in  ices '  tures 

Final  busi-  Final  busi-  Final  busi- 

sales  ness  sales  ness  sales  ness 

inven-  inven-  inven¬ 
tories  tories  tories 


257.1  253.9 

260.4  257.4 

281.5  275.4 

293.2  287,5 


342.9  333.2 

380.1  366.3 

395.1  384.6 

427.4  418.3 


467.8  465.6 

493.0  485.0 

537.4  527.5 

616.6  598.9 

662.8  648.5 

715.1  720.8 

798.8  782.0 

880.4  855.7 

989.1  961.2 


1.176.2  1,185.7 
1,324.6  1,299.2 


20.1  999.1 

18.6  1,030.6 
13.9  1,026.8 
9.0  1,072.9 

24.1  1,098.2 
67.4  1,099.4 

62.6  1,125.8 
76.8  1,143.2 


II 


1.6  195.1 

3.0  208.6 

2.7  223.0 

3.0  238.1 


3.0  276.0 

3.6  302.8 

5.0  330.7 

4.4  363.0 


2.3  434.3 

5.2  477.0 

2.7  523.6 

2.8  571.0 


1.3  706.9 

6.4  782.2 

15.0  870.4 

7.6  975.5 

3.1  1,079.6 

-6.8  1,215.4 

19.2  1,357.4 

.1  1,494.2 

-11.0  1,636.3 

26.2  1,770.7 

16.0  1,939.0 

7.1  2,097.3 

4.7  2,267.2 

-8.1  2,460.9 

8.1  2,642.1 

9.0  2,849.4 

15.1  3,028.9 

16.0  3,227.2 

6.7  3,405.5 

20.3  3,574.7 

-5.2  1,553.3 

-5.3  1,686.1 

12.5  1,824.7 

21.7  2,008.9 

-7.0  2,154.1 

22.2  2,327.6 

-18.0  2,528.5 

-2.8  2,715.2 

.3  2,920.5 

20.5  2,962.3 

13.5  3,013.6 

4.8  3,050.1 

21.5  3,089.7 

17.9  3,155.8 

5.7  3,203.1 

16.0  3,248.4 

24  4  3,301.5 

13.1  3,350.4 

14.8  3,383.1 

-1.1  3,429.3 

.0  3,459.3 

3.5  3,503.8 

29.2  3,555.4 

18.5  3,603.6 

29.9  3,635.9 


'  Exports  and  imports  of  certain  goods,  primarily  military  equipment  purchased  and  sold  by  the  Federal  Government,  are  included  in 
services. 

Source:  Department  ot  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-8. — Gnss  domestic  product  by  major  type  of  product  in  1987  dollars,  I9i9-94 
[Billions  of  1987  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Year  or 
quarter 

Gross 

domestic 

product 

Final 
sales  of 
domes¬ 
tic 

product 

Change 

in 

busi¬ 

ness 

inven¬ 

tories 

Goods  ■ 

Serv¬ 

ices* 

Struc¬ 

tures 

Auto 

output 

Total 

Durable  goods 

Nondurable  goods 

Total 

Final 

sales 

Change 

in 

busi¬ 

ness 

inven¬ 

tories 

Final 

sales 

Change 

in 

busi¬ 

ness 

inven¬ 

tories 

H 

Change 

in 

busi¬ 

ness 

inven¬ 

tories 

1959 . 

1,928.8 

1,915.2 

13.6 

825.2 

811.6 

13.6 

273.8 

8.6 

537.8 

5.0 

843.7 

259.9 

59.5 

1960 . 

1,970.8 

1,962.7 

8.1 

835.3 

827.1 

8.1 

277.8 

4.6 

549.3 

3.5 

877.3 

258.2 

63.8 

1961 . 

2,023.8 

7.2 

840.9 

833.7 

7.2 

273.5 

-.3 

560.2 

7.5 

916.7 

266.1 

53.1 

1962 . 

2,128.1 

2,1125 

15.6 

889.6 

874.0 

15.6 

296.5 

8.6 

577.5 

7.0 

956.8 

281.7 

63.3 

1963 . 

2,215.6 

2,199.6 

16.0 

914.9 

898.9 

16.0 

310.4 

7.5 

588.5 

86 

999.9 

KolJ 

68.9 

1964 . 

2,340.6 

2,324.9 

15.7 

%7.6 

952.0 

15.7 

334.3 

11.3 

617.6 

4.4 

1,052.6 

320.4 

69.5 

1965 . 

2,470.5 

2,445.4 

25.1 

1,033.0 

WiTitH 

25.1 

364.1 

18.3 

643.8 

6.9 

1,102.1 

335.4 

832 

1966 . 

2,6162 

2,579.5 

36.7 

1,113.3 

1,076.6 

36.7 

399.4 

27.1 

677.2 

9.6 

1,168.4 

334.5 

80.4 

1967 . 

2,685.2 

2,657.5 

27.6 

1,129.4 

1,101.7 

27.6 

413.7 

14.5 

688.0 

13.1 

1,226.6 

329.3 

72.4 

1968 . 

2,796.9 

2,773.2 

23.6 

1,168.9 

1,145.3 

236 

430.4 

12.8 

714.9 

10.9 

1,277.8 

350.1 

86.6 

1969 . 

2,873.0 

2,848.2 

24.8 

1,193.9 

1.169.1 

24.8 

438.4 

15.7 

730.7 

9.1 

1,324.6 

3545 

829 

1970 . 

2,873.9 

2,868.0 

5.9 

1,173.0 

1,167.1 

5.9 

428.0 

-.9 

739.1 

6.9 

1.3620 

338.9 

65.4 

1971 . 

2,955.9 

2,935.2 

1,182.0 

1,161.3 

20.8 

419.2 

8.9 

742.1 

11.9 

UMU 

372.1 

85.3 

1972 . 

■cmm 

3,084.5 

22.5 

1,251.0 

1,228.4 

22.5 

458.4 

16.2 

770.0 

6.4 

1,454.1 

89.9 

1973 . 

3,268.6 

3,230.9 

37.7 

1,349.8 

1,312.1 

37.7 

528.0 

31.2 

784.1 

6.5 

»  iiiIlII 

98.7 

1974 . 

3,2481 

3,217.2 

30.9 

1,328.2 

1,297.3 

30.9 

524.6 

19.6 

772.7 

11.3 

1,553.9 

366.1 

79.0 

1975 . 

3,221.7 

3,235.6 

-13.9 

1,291.8 

1,305.7 

-13.9 

521.6 

-11.5 

784.1 

-2.5 

327.7 

74.8 

1976 . 

3,355.3 

25.5 

1,372.7 

1,347.2 

25.5 

540.6 

17.0 

806.6 

8.5 

1.649.1 

359.0 

96.8 

1977 . 

3,533.3 

3,499.0 

34.3 

1,436.9 

1,402.6 

34.3 

583.6 

15.6 

819.0 

18.7 

■WZiTM 

395.2 

106.0 

1978 . 

3,703.5 

3,666.3 

37.2 

1,507.3 

1,470.1 

37.2 

623.7 

28.7 

846.4 

8.5 

llu/iid 

425.6 

104.2 

1979 . 

3.7%.8 

3,783.2 

13.6 

1,537.1 

1,523.5 

13.6 

654.1 

11.7 

869.3 

1.9 

1,821.7 

438.0 

94.8 

1980 . 

3,776.3 

3,784.6 

-8.3 

1,517.7 

-8.3 

626.4 

-4.3 

891.4 

-4.0 

1,864.3 

■tWHI 

79.1 

1981 . 

3,843.1 

3,818.6 

24.6 

1,547.4 

1,522.9 

24.6 

619.4 

6.3 

903.4 

18.3 

1,895.7 

86.8 

1982 . 

3,760.3 

3,777.8 

-17.5 

1,468.7 

1,486.2 

-17.5 

578.9 

-16.0 

907.3 

-1.5 

1,922.8 

3688 

79.2 

1983 . 

3,906.6 

3,9022 

44 

1,531.7 

1,527.3 

4.4 

601.5 

6.3 

9258 

-1.8 

1,976.8 

3981 

101.7 

1984 . 

4,148.5 

4,080.6 

67.9 

1,667.7 

1,599.8 

67.9 

655.1 

45.7 

944.7 

22.3 

2,033.1 

447.7 

115.8 

1985 . 

4,279.8 

4,257.6 

221 

1,695.0 

1,6729 

221 

7034 

9.3 

969.5 

12.9 

2.115.3 

469.4 

125.0 

1986 . 

4,404.5 

4,395.9 

8.5 

1,740.1 

1,731.6 

8.5 

731.5 

1.9 

1,000.1 

6.7 

2,185.0 

479.3 

124.4 

1987 . 

4,539.9 

4,513.7 

26.3 

1,794.5 

1,768.2 

26.3 

753.5 

21.6 

1,014.7 

4.7 

2,267.2 

478.2 

118.9 

1988 . 

4,718.6 

4,698.6 

19.9 

1,892.5 

1,872.6 

19.9 

833  1 

23.3 

1,039.5 

-lij 

2.349.7 

476.4 

127.3 

1989 . 

4,838.0 

4,8083 

29.8 

1,961.7 

1,932.0 

29.8 

868.1 

23.8 

1,063.9 

6.0 

472.5 

128.0 

1990 . 

4,897.3 

4,891.6 

5.7 

1,973.2 

1,967.5 

5.7 

893.1 

-1.9 

1,074.5 

7.5 

2,464.5 

459.6 

121.4 

1991 . 

4,867.6 

4,868.7 

-1.1 

1,952.2 

1,953.3 

-1.1 

878.5 

-151 

1,074.7 

14.0 

2,496.3 

419.2 

108.8 

1992 . 

4,979.3 

4,976.9 

2.5 

1,991.0 

1,988.5 

2.5 

906.7 

-11.2 

1,0818 

13.6 

2,549.3 

439.0 

117.6 

1993 . 

5,134.5 

5,1193 

15.3 

2,081.8 

2,066.5 

15.3 

977.7 

83 

1,088.8 

7.0 

2,5976 

455.1 

121.6 

1994  ' . 

5,342.3 

5,289.8 

52.4 

2,223.8 

2,171.4 

524 

1,058.5 

33.5 

1,112.8 

18.9 

2,643.2 

475.3 

130.6 

1982: IV . 

3,759.6 

3,804.5 

-44.9 

1,447.7 

1,492.6 

-44.9 

580.9 

-41.9 

911.6 

-3^ 

1,942.1 

3698 

75.3 

1983: IV . 

4,012.1 

3,982.8 

29.3 

1,597.8 

1,568.5 

29.3 

639.4 

267 

929.1 

2.6 

1,998.3 

416.0 

113.7 

1984:  IV . 

4,194.2 

4,146.2 

47.9 

1,680.9 

1,633.0 

479 

677.6 

39.7 

955.3 

8.3 

2,058.1 

455.1 

122.4 

1985:  IV . 

4,333.5 

KiciiKM 

30.2 

■VTirnn 

1,677.9 

30.2 

703.1 

11.9 

974.9 

18.3 

2,148.8 

476.5 

122.4 

1986:  IV . 

4,427.1 

BuSq 

Biill 

1,761.8 

-20.1 

750.4 

-11.9 

1,011.4 

-8.2 

2,208.2 

477.2 

124.1 

1987:  IV . 

4,625.5 

4,565.6 

59.9 

1,850.8 

1,790.9 

59.9 

769.4 

36.9 

1,021.5 

23.0 

2,290.9 

483.8 

120.3 

1988;  IV . 

4,779.7 

4,758.7 

20.9 

852.9 

33.5 

1,052.2 

-12.5 

2,372.4 

481.3 

134.6 

1989:  IV . 

4,856.7 

4,831.8 

24.9 

1,956.9 

1,932.0 

24.9 

862.3 

31.0 

1,069.6 

-6.1 

2,430.0 

469.8 

123.8 

1990:  IV . 

4,867.2 

4,888.0 

1,953.5 

1,974.3 

-20.9 

885.7 

-22.4 

1,088.6 

1.5 

2,477.3 

436.5 

110.3 

1991:1 . 

4,842.0 

4,858.4 

-164 

1,944.0 

1,960.4 

-16.4 

873.2 

-34.8 

1,087.2 

18.4 

2,478.3 

419.7 

103.6 

II . 

4,8679 

4,879.8 

-11.9 

1.949.8 

1,961.7 

-11.9 

886.3 

-23.6 

1,075.4 

11.7 

2,499.3 

418.8 

108.0 

Ill . 

4,879.9 

EXiljJd 

BIiU 

■ESS 

1,951.6 

-10.4 

880.9 

4.3 

1,070.6 

61 

2,501.2 

416.8 

115.6 

IV . 

4,880.8 

4,867.3 

13.5 

1.9529 

1,939.4 

13.5 

873.6 

-6.3 

1,065.8 

19.7 

2,5063 

421.6 

108.2 

1992:  1 . 

4,918.5 

4,924.8 

-6.3 

1,956.3 

1,962.6 

-6.3 

884.5 

-216 

1,078.1 

15.3 

2,5272 

435.0 

109.9 

II . 

4,947.5 

4,943.2 

4.2 

1,963.7 

4.2 

891.8 

-1.3 

1,072.0 

5.5 

2,538.7 

440.8 

120.7 

Ill . 

4,985.3 

5.2 

1,990.1 

5.2 

910.6 

-88 

1,079.5 

14.0 

2,559.8 

435.4 

119.3 

IV . 

5,054.1 

6.6 

2,037.7 

6.6 

940.0 

-12.9 

1,097.7 

19.5 

2,571.4 

445.0 

120.4 

1993:  1 . 

5,075.3 

5,056.8 

18.5 

2,043.7 

2,0252 

18.5 

939.6 

6.2 

1,085.7 

12.3 

2,584.7 

446.9 

121.7 

II . 

5,1054 

5.086.5 

18.9 

2,069.9 

2,051.0 

18.9 

968.8 

4.6 

1,082  2 

14.3 

2,588.5 

447.0 

123.4 

Ill . 

5,139.4 

5,126.5 

13.0 

2,078.2 

2,065.3 

13.0 

977.9 

13.5 

1,087.4 

-.6 

455.1 

114.2 

IV . 

5,218.0 

10.8 

2,135.5 

2,124.7 

10.8 

1,024.7 

8.9 

1.100.0 

1.9 

2,611.2 

471.3 

1272 

1994:  1 . 

5,261.1 

5,235.7 

254 

2,1688 

2,143.3 

25.4 

1,041.7 

19  7 

1,101.7 

5.7 

2,625.8 

466.5 

135.1 

II . 

5,314.1 

5,254.9 

59.2 

KMiUl 

2,142.1 

59.2 

1,0382 

337 

1.103.9 

25.5 

2,635.8 

476.9 

125.9 

Ill . 

5,367.0 

5.310.0 

57.1 

2,235.5 

2,178.4 

57.1 

1,063.2 

39.3 

1,115.2 

17.8 

2,653.9 

477.6 

128  3 

IV  ' . 

5,426.8 

5,358.8 

68.0 

2,289  6 

2,221.6 

68.0 

1.091.0 

41.3 

1,130.6 

26.6 

2,657.0 

480.2 

1331 

'  Exports  and  imports  ot  certain  goods,  primarily  military  equipment  purchased  and  sold  by  the  Federal  Government,  are  included  in 
services. 


Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis 


285 


161-672  -  95  -  10 


Table  B-9. — Cross  domestic  product  by  sector,  1959-94 
[Billions  of  dollars:  quarterljr  data  at  seasonally  adjusted  annual  rates) 


Table  B-10. — Gross  domestic  product  by  sector  in  1987  dollars.  I9i9-94 


[Billions  of  1987  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Year  or  quarter 

Gross 

domestic 

product 

Business  ■ 

House- 

General  government  * 

Total ' 

Nonfarm ' 

Farm 

Statis¬ 

tical 

discrep¬ 

ancy 

holds 

and 

institu¬ 

tions 

Total 

Federal 

State 

and 

local 

1959 . 

1,928.8 

1,582.1 

1,543.4 

45.2 

-6.5 

80.1 

266.5 

1305 

136.0 

1960 . 

1,970.8 

1,609.5 

1,574.3 

46.4 

-11.2 

86.5 

274.8 

132.1 

142.7 

1961 

2,023.8 

1,650.7 

1,611.6 

469 

-7.8 

87.5 

2856 

135.3 

150.3 

1967 

2,128.1 

1,740.8 

1,698.0 

46.3 

-3.6 

91.1 

296.2 

1416 

154.7 

1963 

2,215.6 

1,818.8 

1,778.6 

47.1 

-6.8 

93.6 

303.2 

140.9 

162.3 

1964 

2,340.6 

1,930.4 

1,886.8 

460 

-2.4 

96.5 

313.7 

141.7 

172.0 

1965 

2,470.5 

2,045.3 

2,001.7 

46.1 

-2.5 

100.4 

324.8 

142.3 

182.5 

1966 

2,616.2 

2,162.6 

2,109.1 

44.5 

9.0 

104.7 

348.9 

155.4 

193.5 

1967 

2,685.2 

2,208.0 

2,158.8 

46.5 

2.6 

108.3 

368.9 

168.1 

200.8 

1968 

2.796.9 

2,303.0 

2,258.0 

45.1 

-.1 

111.8 

382.1 

170.7 

211.4 

1969 

2,8730 

2,366.2 

2,326.7 

46.8 

-7.2 

115.5 

391.3 

171.2 

220.1 

1970  . 

2,873.9 

2,368.4 

2,318.9 

49.5 

.0 

114.1 

391.4 

161.6 

229.8 

1971 

2,955.9 

2,447.4 

2,388.6 

50.5 

8.3 

116.7 

391.8 

152.4 

239.5 

1972 

3,107.1 

2,594.8 

2,541.3 

50.7 

2.8 

120.0 

392.2 

143.7 

248.6 

1973 

3,268.6 

2,749.7 

2,702.0 

48.6 

-10 

123.2 

395.7 

138.0 

257.7 

1974 

3,248.1 

2,719.6 

2,666.0 

50.7 

3.0 

124.3 

404.1 

137.9 

266.2 

1975 

3,221.7 

2,684.6 

2,619.6 

53.1 

11.9 

128.0 

409.1 

137.1 

272.0 

1976 

3,380.8 

2,840.1 

2,768.1 

52.5 

19.5 

128.6 

412.0 

1370 

275.0 

1977 

3,533.3 

2,987.8 

2,914.6 

538 

19.4 

129.8 

415.6 

137.0 

278.6 

1978 

3,703.5 

3,144.2 

3,083.8 

48.2 

12.2 

135.1 

424.2 

138.4 

285.8 

1979 

3,796.8 

3,226.0 

3,155.0 

50.4 

206 

138.3 

432.5 

1375 

295.0 

1980 

3,776.3 

3,193.4 

3,123.4 

51.0 

19.0 

142.6 

440.3 

139.2 

301.1 

1981 

3,843.1 

3,253.6 

3,179.2 

60.8 

13.6 

145.6 

4439 

140.9 

303.0 

1982 

3,760.3 

3,167.3 

3,115.8 

60.2 

-8.7 

148.9 

444.2 

1424 

301.8 

1983 

3,906.6 

3,308.2 

3,2431 

53.7 

11.5 

151.0 

447.4 

144.8 

302.6 

1984 

4,148.5 

3,541.7 

3,4964 

55.1 

-9.8 

154.9 

451.9 

1464 

305.4 

1985 

4,279.8 

3,658.1 

3,608.6 

64.2 

-14.7 

1599 

4618 

148.6 

313.2 

1986 

4,404.5 

3,768.3 

3,702.8 

643 

1.3 

166  3 

469.9 

149.0 

320.8 

1987 

4,539.9 

3,890.8 

3,849.5 

66.0 

-24.8 

1705 

4787 

151.4 

327.3 

1988 

4,718.6 

4,050.6 

4,014.8 

63.2 

-27.4 

180.6 

487.4 

153.5 

333.9 

1989 

4,838.0 

4,150.5 

4,083.4 

66.2 

.9 

190.5 

497.0 

154.2 

342.7 

1990 

4,897.3 

4,190.8 

4,112.4 

71.6 

69 

196.9 

509.5 

156.2 

353.3 

1991 

4,867.6 

4,150.8 

4,078.9 

70.7 

1.3 

202.4 

514.4 

157.2 

357.2 

1992 

4,979.3 

4,258.7 

4,170.6 

80.8 

7.3 

208.5 

512.0 

151.9 

360.1 

1993 

5,134.5 

4,409.4 

4.336.4 

71.0 

1.9 

215.6 

509.6 

146.0 

363.6 

1994  . 

5,342.3 

4,611.4 

4,550.3 

81.7 

-20.6 

223.1 

507.8 

139.0 

368.8 

1982:  IV 

3.759.6 

3,166.3 

3,116.9 

61.1 

-11.7 

149.6 

4438 

143.2 

300.6 

1983:  IV 

4,012.1 

3,411.5 

3,349.0 

47.0 

15.5 

151.7 

448.9 

145.2 

303.7 

1984:  IV . 

4,194.2 

3,583.0 

3,548.9 

56.1 

-22.0 

1568 

454.4 

147.1 

307.3 

1985:  IV 

4,333.5 

3,706.1 

3,646.8 

65.5 

-6.2 

162.3 

465.1 

148.7 

316.5 

1986:  IV 

4,427.1 

3,786.7 

3,724.4 

64.4 

-2.1 

1669 

473.5 

149.8 

323.7 

1987:  IV 

4,625.5 

3,969.9 

3,925.5 

690 

-24.6 

173.2 

482.3 

152.8 

329  5 

1988:  IV 

4,779.7 

4,104.2 

4,0745 

538 

-24  1 

184.7 

490.7 

154.0 

336.7 

1989:  IV 

4,856.7 

4,161.9 

4,085.0 

65.2 

11.7 

193.2 

501.7 

154.8 

346.9 

1990:  IV 

4,867.2 

4,154.3 

4,076.5 

73.5 

42 

199.2 

513.6 

1574 

356.2 

1991:1 . 

4,842.0 

4,125.0 

4,062.4 

71.4 

-89 

199.9 

517.0 

160.4 

3567 

II 

4,867.9 

4,150.2 

4,073.3 

71.6 

5.3 

202.0 

515.6 

158.2 

3574 

III 

4,879.9 

4,164.3 

4,084.3 

69.6 

10.4 

2030 

512.7 

155.9 

356.8 

IV . 

4,880.8 

4,163.9 

4,095.6 

70.1 

-18 

204.6 

512.2 

154.3 

357.9 

1992:1 

4,918.5 

4,199.6 

4,117.3 

80.6 

17 

206.6 

512.3 

153.3 

359.0 

II 

4,947.5 

4,2285 

4,140.3 

78.5 

9.7 

207.0 

512.0 

152.1 

359.9 

III 

4,990.5 

4,269.6 

4,182.0 

84.5 

3.1 

2094 

5115 

151.1 

3604 

IV 

5,060.7 

4,337.2 

4;242.7 

79.6 

149 

211.2 

512.3 

151.1 

3612 

1993:1 

5,075.3 

4,352.0 

4,255.3 

75.7 

21.0 

212.2 

511.2 

149.0 

3621 

II 

5,1054 

4,380.4 

4,303.4 

72.3 

4.7 

215.0 

5100 

1469 

3631 

III 

5,139.4 

4,413.3 

4,353.8 

64.0 

-4.5 

217.0 

509.1 

145.1 

364.0 

IV 

5,218.0 

4,491.7 

4,433.2 

72.0 

-13.5 

218.1 

508.2 

143.2 

3651 

1994:1 

5,261.1 

4,532.6 

4,4861 

75.9 

-29.3 

220.1 

508.4 

141.9 

366.5 

II 

5,314.1 

4,583  6 

4,5213 

81.6 

-19.3 

2225 

508.0 

139.9 

368.1 

III . 

5,367.0 

4,635.4 

4,567.9 

84.4 

-17.0 

2238 

507.9 

137.9 

3699 

IV' . 

5,426.8 

4,694.1 

4,626.0 

850 

-16.9 

2259 

5068 

1360 

3708 

■  Includes  compensation  of  employees  in  government  enterprises. 

*  Compensation  of  government  employees 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-11. — Cms  domestic  product  by  industry,  1947-92 
[Billions  of  dollors] 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-12. — Gross  domestic  product  by  industry  in  1987  dollars,  fixed  1987  weights,  1977-92 


[Billions  of  1987  dollars] 


Year 

Gross 

domes¬ 

tic 

product 

Agri¬ 

cul¬ 

ture, 

for¬ 

estry, 

and 

fish¬ 

eries 

Min¬ 

ing 

Con¬ 

struc¬ 

tion 

Manufacturing 

Trans¬ 

porta¬ 

tion 

and 

public 

utili¬ 

ties 

Whole¬ 

sale 

trade 

Retail 

trade 

Fi¬ 

nance, 

insur¬ 

ance, 

and 

real 

estate 

Serv¬ 

ices 

Govern¬ 

ment 

Sta¬ 
tis¬ 
tical 
dis¬ 
crep¬ 
ancy  * 

Resid¬ 

ual* 

Total 

Dura¬ 

ble 

goods 

Non¬ 

durable 

goods 

Based  on 

1972  SK: 

1977 . 

3,533.3 

63.7 

83.5 

190.8 

741.6 

440.9 

300.7 

314  3 

170.1 

.3180 

596  5 

.5.389 

475.7 

194 

208 

1978 . 

3,703.5 

59.2 

85.0 

198.8 

773.1 

460.9 

312.2 

3251 

185.8 

3.381 

6.310 

573  5 

488.3 

122 

.33  4 

1979 

3,796.8 

62.4 

71.9 

200.3 

7/71 

458.0 

319.2 

335.5 

195.8 

334.8 

667.4 

592.8 

498.6 

20.6 

39.6 

1980 

3,776.3 

63.2 

79.9 

185.4 

725.4 

424.3 

301.1 

336.3 

190.5 

3201 

692  8 

609  0 

508.9 

190 

45  7 

1981 

3,843.1 

72.7 

74.2 

174.7 

746.7 

429  7 

317.1 

337.1 

207.5 

.3.306 

704  7 

624  4 

511.6 

136 

45.3 

1982 

3,760.3 

73.3 

73.1 

164.9 

711.1 

392.4 

318.7 

3313 

218.2 

3.368 

708  4 

629  2 

507.1 

-87 

156 

1983 

3,906.6 

68.4 

71.3 

170.0 

733.8 

402.5 

331.3 

351.7 

224.2 

.3651 

727  9 

6495 

512.5 

115 

208 

1984 

4,148.5 

71.5 

82.0 

190.9 

791.4 

458.4 

333.0 

377.6 

259.5 

397.7 

762.1 

687.8 

516.9 

-9.8 

21.0 

1985 . 

4,279.8 

81.9 

83.3 

209.0 

810  5 

4681 

342.4 

381  8 

273  0 

4214 

7764 

722  0 

527.5 

-147 

7.7 

1986 . 

4,404.5 

84.5 

83.0 

2091 

819.1 

471  5 

347.7 

3869 

307.1 

453.2 

7766 

751  7 

536.4 

1  3 

-4.4 

1987 . 

4,539.9 

88.5 

83.0 

213.0 

878.4 

503.2 

375.2 

419.9 

302.6 

4401 

809.9 

784.0 

545.3 

-24.8 

.0 

Based  on 

_  1987  SIC:  _ 

1987 . 

4,539.9 

88.5 

83.0 

213.0 

877.8 

501.9 

375.9 

419.8 

303.1 

441.8 

8097 

7825 

545.3 

-24  8 

0 

1988 . 

4,718.6 

85.1 

942 

211.7 

923  5 

536.4 

387.2 

437  1 

311.3 

469  7 

846  5 

8128 

555.9 

-274 

-1  8 

1989 . 

4,838.0 

88.0 

83.3 

213.1 

932.2 

543.2 

389.1 

449.4 

324.5 

483.9 

865.5 

845.7 

567.0 

.9 

-15.5 

1990 . 

4,897.3 

958 

918 

210.2 

9285 

537.0 

391.5 

462.6 

.3195 

4781 

868.3 

8694 

581.5 

69 

-153 

1991 . 

4,867.6 

98.4 

923 

1948 

910  8 

5255 

385.4 

4791 

324.5 

473  2 

868  8 

8714 

586.7 

1.3 

-.33  7 

1992 . 

4,979.3 

110.3 

89.0 

201.4 

924.6 

_ 

533.6 

391.0 

494.5 

340.9 

486.7 

893.4 

889.9 

584.2 

7.3 

-43.0 

■  Equals  the  current-dollar  statistical  discrepancy  deflated  by  the  implicit  price  deflator  for  gross  domestic  business  product. 
'  Equals  gross  domestic  product  (GDP)  in  constant  dollars  measured  as  the  sum  of  ex|)enditures  less  the  statistical  discrepancy  in 
constant  dollars  and  GOP  in  constant  dollars  measured  as  the  sum  of  gross  product  originating  by  industry. 


Note.— Constant-dollar  values  are  equal  to  fised-weighted  quantity  indexes  with  1987  weights  divided  by  100  and  multiplied  by  the 
1987  value  of  current-dollar  GOP. 

Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis. 
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Table  B-13. — Cross  domestic  product  of  nonfinancial  corporate  business,  19J9-94 
(Billions  of  dollafS;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Table  B~14. — Output,  costs,  and  profits  of  nonfinancial  corporate  business,  7959-94 
[Quarterly  data  at  seasortally  adjusted  annual  rates] 


t 


Table  B-15. — Ptrsonal  consumption  exptndiium.  l9f9-94 
(Billions  of  dollars:  quarterly  data  at  seasonally  adjusted  annual  rates! 


Year  or 
quarter 

Personal 

con¬ 

sumption 

eip^i- 

tures 

Durable  goods 

Nondurable  goods 

Services 

r 

Total  ' 

Motor 

vehi¬ 

cles 

and 

parts 

Furni¬ 

ture 

and 

house¬ 

hold 

equip¬ 

ment 

Total  > 

Food 

Cloth¬ 

ing 

and 

shoes 

Gaso¬ 

line 

and 

oil 

Fuel 

oil 

and 

coal 

Total  ■ 

Hous¬ 
ing  * 

Household 

operation 

Trans¬ 

porta¬ 

tion 

Medi 

cal 

cate 

Total ' 

Elec¬ 

tricity 

and 

gas 

1959 . 

3181 

42.8 

18.9 

18.1 

1485 

80.7 

264 

11.3 

40 

1268 

450 

187 

7.6 

105 

163 

1960 . 

3324 

43.5 

19.7 

18.0 

153.1 

826 

270 

120 

3.8 

1359 

48.2 

20.3 

83 

11.2 

174 

1961 . 

343.5 

419 

178 

18.3 

1574 

84.8 

27.6 

12.0 

3.8 

144.1 

51.2 

21.2 

88 

11/ 

186 

1962 . 

364  4 

47,0 

21.5 

193 

163.8 

871 

29.0 

12.6 

38 

153.6 

547 

22.4 

94 

12.2 

20.7 

1963 . 

384.2 

518 

24.4 

207 

1694 

895 

29.8 

13.0 

40 

163.1 

58.0 

236 

9.9 

12.7 

22.4 

1964 . 

4125 

56.8 

26.0 

23.2 

179.7 

946 

324 

13.6 

41 

175.9 

61.4 

250 

10.4 

13.4 

25.7 

1965 . 

4446 

635 

299 

25.1 

191.9 

101.0 

34.1 

148 

44 

189.2 

65.4 

265 

10.9 

145 

27.7 

1966 . 

4816 

68.5 

30.3 

282 

2085 

109.0 

37.4 

16.0 

4.7 

204.6 

69.5 

28.2 

11.5 

15.9 

30.5 

1967 . 

509  3 

706 

30.0 

30.0 

216.9 

112.3 

39.2 

17.1 

4.8 

221.7 

74.1 

30.2 

12.2 

17.3 

33.1 

1968 . 

5591 

810 

361 

32.9 

235.0 

121.6 

43.2 

18.6 

4.7 

243.1 

797 

32.3 

13.0 

18.9 

39.0 

1969 . 

603  7 

86.2 

38.4 

347 

252.2 

130.5 

465 

20.5 

4.6 

265.3 

86.8 

35.1 

14.0 

20.9 

444 

1970 . 

6465 

853 

35.5 

35.7 

2704 

142.1 

478 

21.9 

4.4 

2908 

94.0 

378 

15.2 

23.7 

501 

1971 . 

700.3 

97.2 

445 

378 

283.3 

147,5 

51,7 

23.2 

4.6 

319.8 

102.7 

41.0 

16.6 

27.1 

565 

1972 . 

7678 

110.7 

51.1 

42.4 

3052 

158.5 

56.4 

244 

5.1 

3519 

112.1 

453 

18.4 

298 

63.5 

1973 . 

848.1 

124.1 

56.1 

479 

339.6 

176.1 

62.5 

28.1 

6.3 

384.5 

122.7 

498 

20.0 

31.2 

71.2 

1974 . 

927.7 

123.0 

49.5 

51.5 

380.8 

198.1 

66.0 

36.1 

7.8 

423.9 

134  1 

555 

23.5 

33.3 

801 

1975 . 

1.024.9 

134.3 

54.8 

545 

4160 

218.5 

70.8 

397 

84 

474.5 

1470 

63.7 

28.5 

35.7 

930 

1976 . 

1.143.1 

1600 

713 

602 

4518 

2360 

76.6 

43.0 

101 

531.2 

161.5 

72.4 

32.5 

41.3 

1062 

1977 . 

1.2715 

182.6 

835 

671 

490  4 

255.9 

84.1 

469 

11  1 

598  4 

179.5 

819 

37.6 

492 

1224 

1978 . 

1.4212 

2023 

922 

74.0 

541.5 

280.6 

943 

501 

115 

6774 

201.7 

912 

42.1 

53.6 

1397 

1979 . 

1.583  7 

214.2 

91.5 

823 

613.3 

313.0 

101.2 

662 

14.4 

756.2 

226.6 

1000 

46.8 

594 

1578 

1980 . 

1,748.1 

212.5 

84.0 

86.0 

682  9 

341.8 

107.3 

86.7 

15.4 

852.7 

255.2 

113.0 

563 

65.1 

1813 

1981 . 

1,9262 

2285 

916 

913 

744  2 

367.3 

117.2 

979 

158 

9535 

287.1 

1260 

634 

694 

2136 

1982 . 

2.059  2 

2365 

977 

92.5 

772  3 

386.0 

120.5 

941 

145 

1.050.4 

311.1 

141.4 

72.6 

71.6 

240.5 

1983 . 

2,257  5 

2750 

1206 

104.4 

817.8 

4062 

1308 

93  3 

13  8 

1 164  7 

334  6 

153  6 

807 

78.9 

2657 

1984 . 

2,460.3 

317.9 

144.6 

115.3 

8730 

430.2 

142.5 

94.5 

14.2 

l'269  4 

362.3 

1655 

846 

89  1 

2906 

1985 . 

2.6674 

352.9 

1674 

1234 

9194 

451.1 

1522 

969 

14  1 

1.395.1 

392  5 

1762 

887 

99.0 

3193 

1986 . 

2,8506 

3896 

1849 

135.5 

9522 

4768 

163.2 

797 

12.0 

1.5088 

421.8 

181 1 

87.1 

1058 

346  4 

1987 . 

3,052.2 

403.7 

183.5 

144.0 

1.011.1 

500.7 

1745 

847 

120 

1,637  4 

452.5 

1878 

884 

1166 

384  7 

1988 . 

3.296.1 

437.1 

1978 

1567 

1,073.8 

533.6 

1864 

869 

12.1 

1,7852 

484  2 

1995 

934 

1285 

427  7 

1989 . 

3,5231 

4594 

2054 

1679 

1,1495 

5651 

2004 

962 

120 

1.9142 

5144 

2098 

98.0 

1356 

4719 

1990 . 

3,761.2 

4682 

2029 

1742 

1.229  2 

604  8 

207.3 

1084 

132 

2.063  8 

547.5 

2156 

974 

1425 

526  2 

1991 . 

3.9024 

456  6 

1850 

1799 

1,2578 

6215 

213.0 

1029 

130 

2,1881 

5749 

227.7 

104.3 

145  7 

5719 

1992 . 

4.1369 

492.7 

204  1 

1925 

1.2955 

626  8 

227.7 

1055 

130 

2,3487 

601.3 

2394 

105.7 

1567 

6283 

1993 . 

4,378.2 

538  0 

2280 

2089 

1.339.2 

6497 

235.4 

1056 

140 

2,5010 

6290 

2563 

1128 

170  6 

680  5 

1994  ' . 

4,627  0 

590  9 

250  9 

2294 

1.3938 

679.1 

246  5 

1073 

13.7 

2.6422 

6599 

263  7 

112  7 

1796 

727.1 

1982: IV . 

2,128.7 

246  9 

1051 

956 

787.3 

394  9 

1227 

930 

140 

1.094.6 

320.2 

1458 

74.9 

736 

250.9 

1983: IV . 

2.3468 

297.7 

1348 

1097 

839  8 

413.9 

136.7 

949 

14  1 

1,209  3 

344  6 

1593 

84.8 

829 

2748 

1984. IV . 

2,5264 

328.2 

149.3 

118  7 

8878 

4368 

145.7 

94.9 

13.8 

1,3104 

373.8 

1688 

85.9 

925 

299.9 

1985:  IV . 

2,739  8 

354  4 

1629 

128.1 

9395 

460  7 

1562 

97.6 

14.3 

1,4460 

404.6 

180.7 

90.1 

101.5 

3330 

1986  IV . 

2.923.1 

406.8 

188.2 

140.6 

9637 

486.7 

165.8 

730 

11.3 

1,552  6 

4327 

182.5 

868 

109.0 

358.4 

1987:  IV . 

3.124.6 

408  8 

1863 

145.9 

1,029  4 

5074 

177.6 

878 

12.2 

1.686.4 

466.6 

1897 

88.6 

1213 

398  5 

1988:  IV . 

3.3982 

452.9 

2034 

162.5 

1.1058 

5495 

194.4 

88.5 

117 

1,8395 

496.0 

2038 

95.3 

132  7 

4444 

1989: IV . 

3,5991 

4583 

198.1 

170.8 

1,173.5 

575.3 

2054 

959 

13.2 

1,967.3 

5266 

2177 

1037 

1376 

489.2 

1990:  IV . 

3.8366 

4595 

192.9 

1745 

1.260.7 

6156 

2076 

123.0 

139 

2.1164 

5586 

2191 

996 

1454 

5466 

1991:1 . 

3,841.4 

449.3 

181.7 

1760 

1,253.0 

618.5 

2091 

107.4 

13.5 

2.1390 

564.7 

220.5 

1006 

1429 

554.6 

II . 

3.8857 

4520 

179  8 

181.0 

1.2596 

6244 

2142 

1026 

125 

2,174  1 

5716 

2299 

1074 

1442 

564.4 

Ill . 

3,927.0 

463  8 

189.9 

182.1 

1.261.3 

6234 

215.4 

101  1 

13.2 

2.2020 

578.0 

2308 

1056 

1465 

5764 

IV . 

3,9557 

461.2 

188.8 

180.7 

1,257.2 

619.7 

2132 

1005 

128 

2,237.3 

5853 

229  7 

103.7 

1492 

592.2 

1992  1 

4.044.4 

480.1 

198.5 

1875 

1,276.5 

624.3 

2219 

101.5 

12.3 

2,287.8 

592.1 

231.7 

101.7 

153.6 

6059 

II 

4,097.8 

4833 

199.8 

188.7 

1.281.7 

619.2 

2239 

1049 

139 

2,332.8 

598.0 

240.1 

105.5 

1563 

6219 

III 

4.154.0 

495.7 

204.0 

193.9 

1.299.6 

624.5 

230  2 

1082 

12.8 

2.3586 

604.1 

2355 

105.7 

154.0 

636.4 

IV 

4,2513 

511.6 

214.0 

199.9 

1,324.3 

639.3 

234.8 

107.5 

13.2 

2,4154 

6112 

250.2 

109.8 

163.0 

648.8 

1993  1 

4.294  6 

516.1 

2166 

201.6 

1,327  1 

6404 

2318 

108.4 

141 

2.451.4 

619.0 

250.6 

1105 

167.3 

664  1 

II . 

4,347.3 

5312 

2257 

205  5 

1,334  2 

646.0 

233.2 

105.6 

139 

2.481.9 

625.9 

2529 

110.1 

170.0 

674.5 

Ill 

4,401.2 

541.9 

2284 

210.6 

1,3402 

6517 

235.9 

1041 

142 

2,519.1 

632.4 

260.4 

115.5 

171.5 

686.1 

IV . 

4,4696 

5628 

241.4 

2177 

1,3552 

660.8 

2407 

1044 

139 

2,5516 

638.8 

261.3 

115.1 

173.6 

697.3 

1994:  1 . 

4,535.0 

5762 

253.0 

2181 

1.368.9 

667.9 

241.9 

103.2 

15.5 

2,589.9 

648  2 

261.1 

1163 

175.4 

707.4 

II . 

4.586.4 

580.3 

245.8 

2253 

1.3814 

675.5 

243  9 

103.7 

131 

2,624.7 

655.2 

265.9 

115.2 

178.5 

720  9 

Ml . 

4.657.5 

591.5 

245.5 

233  7 

1.406.1 

683.7 

2478 

110  6 

134 

2.6599 

6639 

265.3 

1119 

180.5 

7332 

IV  r . 

4.728.9 

615.6 

2593 

240.3 

1.418.9 

689  3 

2524 

1115 

125 

2,694.5 

6722 

262  5 

107.3 

183.8 

746.8 

'  Includes  other  items  not  shown  separately. 

‘  Includes  imputed  rental  value  of  owner -occupied  housing 

Source  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-16. — Personal  consumption  expenditures  in  P)87  dollars.  l9i9-94 
[Billions  of  1987  dollars:  quarterly  data  at  seasonally  adjusted  annual  rates) 


Year  or 
quarter 

Personal 

con¬ 

sumption 

eip^i- 

tures 

Durable  goods 

Nondurable  goods 

Services 

Total ■ 

Motor 

vehi¬ 

cles 

and 

parts 

Furni¬ 

ture 

and 

house¬ 

hold 

equip¬ 

ment 

Total ' 

Food 

Cloth¬ 

ing 

and 

shoes 

Gaso¬ 

line 

and 

oil 

Fuel 

ml 

and 

coal 

Total ' 

1 

Hous¬ 

ing* 

Household 

operation 

Trans¬ 

porta¬ 

tion 

Medi¬ 

cal 

care 

Total ' 

Elec¬ 

tricity 

and 

gas 

1959 . 

1.178.9 

1144 

59.7 

38.2 

5185 

301.9 

58.2 

38.1 

22.6 

5460 

159.8 

75.0 

34.5 

45.4 

95.0 

1960 . 

1.2108 

115  4 

61.3 

377 

526.9 

305.8 

587 

394 

21.7 

568.5 

168.1 

78.5 

36.3 

46.7 

98.4 

1961 . 

1.238.4 

109.4 

54.9 

381 

537.7 

3121 

598 

39.8 

20.6 

591.3 

176.0 

81.2 

38.3 

470 

1020 

1962  . 

1.293.3 

1202 

62.2 

40.4 

553.0 

316.3 

624 

41.5 

20.6 

620.0 

185.8 

852 

40.9 

48.7 

110.2 

1963 . 

1.341.9 

130.3 

684 

43.1 

563  6 

319.2 

636 

428 

216 

648.0 

194.4 

88.4 

42.8 

50.5 

117.1 

1964 . 

1.417.2 

140.7 

712 

48.3 

588.2 

331.0 

68.5 

45.1 

225 

688.3 

203.5 

92.6 

451 

53.0 

1298 

1965 . 

1.497.0 

1562 

812 

521 

616.7 

346  5 

71.5 

47.3 

23.5 

724.1 

2146 

968 

472 

554 

135.8 

1966 . 

1.573.8 

166.0 

81.8 

57.6 

6476 

3591 

763 

50.2 

24.2 

7602 

2244 

101.4 

497 

58.6 

1423 

1967 . 

1.6224 

1672 

80.3 

59.5 

6590 

364.5 

/69 

518 

24.2 

796.2 

234.5 

1062 

52.4 

62.0 

148.1 

1968 . 

1.7075 

184.5 

91.8 

629 

686  0 

3807 

80.2 

55  5 

230 

837.0 

246.0 

110.1 

550 

65.4 

159.5 

1%9 . 

1.771.2 

1908 

95.1 

643 

7032 

3897 

81.9 

592 

21.8 

877.2 

2591 

115.3 

58.0 

68.9 

171.3 

1970 . 

1.813.5 

1837 

856 

644 

7172 

397.5 

810 

62.9 

202 

9125 

269.3 

118.9 

60.4 

71.0 

180.7 

1971 . 

1.873.7 

2014 

1008 

66.8 

725  6 

3992 

84.6 

65.9 

19.5 

9467 

2809 

120.8 

61  8 

736 

193.7 

1972 . 

1.978.4 

225.2 

114.3 

73.6 

755.8 

411.9 

90.4 

68.6 

215 

9974 

295.9 

126.8 

64.9 

778 

207.0 

1973 . 

2,066.7 

246  6 

123  4 

81  5 

777  9 

41?fi 

72J 

1974 . 

2.053.8 

2272 

102.2 

81.9 

7598 

404.7 

954 

68.6 

18.4 

l’066.8 

326.9 

1^.5 

M.9 

799 

231 1 

1975 . 

2.097.5 

226.8 

102.9 

791 

767.1 

413.2 

985 

70.6 

181 

1.103.6 

336.5 

138.1 

70.4 

81.4 

243.8 

1976 . 

2.207.3 

2564 

1246 

84.2 

801.3 

4319 

1032 

73.4 

20.3 

1,149.5 

3467 

143.9 

72.9 

84.4 

2555 

1977 . 

2.2966 

280.0 

13/3 

914 

8198 

4415 

108.7 

757 

196 

1,196.8 

355.4 

151.0 

76.0 

902 

267.9 

1978 . 

2.3918 

2929 

1415 

96.6 

8448 

4428 

1190 

774 

195 

1.254.1 

3729 

158.0 

78.8 

929 

2792 

1979 . 

2.448  4 

289.0 

130.5 

101.3 

862  8 

4480 

124.1 

76.4 

18.1 

1,296.5 

3879 

162.9 

793 

961 

2909 

1980 . 

2.447  1 

2627 

1114 

985 

8605 

448.8 

126.0 

720 

14.0 

1,3239 

3994 

167  1 

816 

913 

3021 

1981  ..  . 

?476<) 

1982 . 

2;5037 

262  5 

115.6 

94.2 

8722 

451.4 

133.7 

73.9 

10.9 

1,3689 

409.6 

1667 

812 

874 

3237 

1983 . 

2.6194 

29/7 

138.1 

104.3 

900.3 

463.4 

1424 

75.7 

11 1 

1.4214 

4155 

169.4 

837 

91.6 

332  6 

1984 . 

2,746.1 

338.5 

160  3 

115.3 

934.6 

472.3 

153.1 

77.9 

11.2 

1.473.0 

4268 

173.7 

84.3 

100.0 

3419 

1985 

2.865.8 

370  1 

180.2 

123.8 

9587 

483.0 

1588 

79.2 

115 

1,537.0 

4359 

179.1 

866 

109.2 

353  0 

1986 . 

2.969  1 

4020 

1933 

1363 

991.0 

494.1 

170.3 

82.9 

121 

1,576.1 

442.1 

180.8 

856 

112  6 

3662 

1987 . 

3.052.2 

403.7 

1835 

144.0 

1011  1 

500.7 

174.5 

847 

12.0 

1,637.4 

4525 

1878 

88.4 

116.6 

384  7 

1988 . 

3.1624 

428.7 

194.8 

155.4 

1,035  1 

513.4 

178.9 

86  1 

12.0 

1.698.5 

4618 

1969 

927 

1225 

3994 

1989 . 

3,223.3 

4407 

196.4 

1658 

1.051.6 

515.0 

187.8 

87.3 

114 

1,731.0 

469.2 

2026 

94.3 

123  8 

408.6 

1990 

3.2726 

443.1 

192.7 

1716 

1.0607, 

523.9 

186.2 

864 

10.5 

1.768.8 

474  6 

204  3 

92  2 

124.0 

424.6 

1991 . 

3,2594 

4253 

1/00 

1792 

1.047.7 

518.8 

184.7 

831 

107 

1.786.3 

479.0 

209.1 

95.8 

119  3 

437  7 

1992 . 

3.349  5 

4526 

1818 

193.3 

1,0577 

514.7 

193.2 

85.6 

11.2 

1,8391 

4852 

2178 

952 

1229 

4543 

1993 

3,458.7 

489  9 

1%.1 

214.1 

1,0785 

524.0 

197.8 

865 

121 

1.890  3 

4926 

2253 

98.6 

1279 

4664 

1994  r . 

3.578  5 

5315 

207.9 

238  3 

1,1093 

5352 

2088 

874 

11.9 

1,9378 

501.3 

227.8 

979 

1326 

4790 

1982  IV . 

2,539.3 

2723 

1237 

96.4 

880.7 

458.3 

135.7 

73.4 

10.5 

1.3862 

411.0 

1662 

80.2 

882 

3278 

1983  IV 

2,678.2 

3191 

151.6 

1093 

915.2 

467.1 

147.7 

769 

11.4 

1,443  9 

419  7 

173.3 

86.8 

94.2 

334  8 

1984: IV . 

2.7848 

347.7 

1643 

118.7 

9429 

475.1 

1547 

79.0 

11 1 

1.494.2 

431.3 

1748 

84.5 

103.5 

3449 

1985:  IV . 

2,895.3 

369.6 

173.9 

1286 

968.7 

488  2 

161.7 

79.5 

114 

1,557.1 

438.1 

1826 

885 

1112 

359.1 

1986:  IV . 

3.012.5 

415.7 

193.6 

1414 

1.0009 

496.9 

171.9 

84.6 

12.4 

1,595.8 

444  8 

1828 

86.8 

113.4 

372.0 

1987  IV . 

3,074.7 

404.7 

183.6 

145.9 

1,014.6 

502.4 

1745 

85.4 

11.9 

1.655  5 

.4570 

1893 

886 

1179 

390.7 

1988:  IV . 

3,202.9 

439.2 

197.7 

1603 

1.046.8 

518.0 

182.8 

87.5 

12.0 

1,7169 

465.6 

198.6 

93.0 

124.2 

4030 

1989:  IV . 

3.242.0 

436.8 

188.3 

1679 

1.058.9 

515.6 

190.9 

88.6 

12.0 

1,746.3 

471.3 

208.5 

98.8 

124.3 

4118 

1990:  IV . 

3.265.9 

433.2 

182.1 

1723 

1,057.5 

525.8 

1845 

84.6 

95 

1,775.2 

475.9 

206.0 

93.8 

1227 

429.4 

1991:1 . 

3.2429 

420.6 

1690 

174.2 

1.049.5 

520.4 

183.2 

83.0 

10.3 

1,772.8 

4765 

203.5 

92.5 

118.9 

432.0 

H . 

3,259.5 

4219 

165.7 

179  7 

1,051.7 

520  4 

187.0 

83.6 

106 

1,7859 

4784 

211.6 

991 

119  2 

4349 

Ill . 

3.269.8 

431.3 

1/3  6 

1819 

1.0493 

519.4 

185.7 

83.3 

114 

1,789.2 

479  8 

211.5 

97.1 

119.1 

4391 

IV . 

3.2653 

427  7 

1716 

1812 

1.0404 

5149 

182.8 

824 

107 

1,797.3 

481.4 

209  8 

94.4 

1200 

444  7 

1992:1 . 

3,311.4 

4434 

1798 

187.2 

1,051.1 

515.6 

188.9 

84.3 

10.7 

1,817.0 

4826 

210.4 

927 

120.6 

448  5 

II . 

3,325.4 

443.8 

178.6 

1888 

1.0493 

5099 

190.6 

85.3 

120 

1.832.3 

484.2 

217.2 

95.7 

1225 

453.1 

Ill . 

3,3576 

454.5 

180.6 

195  3 

1,056.4 

511.5 

1949 

86.6 

10.8 

1,846.7 

486.1 

220.0 

95.1 

124.7 

456.6 

IV . 

3,4034 

468.8 

188.2 

202.0 

1,074.2 

522.0 

198.7 

860 

11.3 

1,860.4 

4878 

2234 

97.5 

123  9 

459.0 

1993:1 . 

3,417.2 

472.5 

189.7 

205.2 

1,070.0 

520.7 

194.0 

86.1 

12.0 

1,8748 

489.8 

224.1 

98.5 

1258 

463.1 

II . 

3.439.2 

483.7 

195.1 

209.9 

1.074.3 

522.3 

1961 

857 

118 

1.881.2 

491.5 

2228 

963 

1276 

464.3 

Ill . 

3.472.2 

4927 

195.0 

216.6 

1.0817 

525.1 

198.6 

87.5 

122 

1.897.8 

493.7 

2274 

99.9 

128.4 

4676 

IV . 

3.506.2 

5108 

204.7 

2246 

1.088  0 

528.1 

2024 

86.6 

122 

1.9074 

4954 

226.9 

996 

1298 

470.4 

1994:1 . 

3,546.3 

521.7 

2137 

225.9 

1.098.3 

531.9 

203.8 

86.1 

13.4 

1,926.3 

497  7 

228.7 

101.1 

130.9 

4732 

II . 

3,557.8 

5222 

205.3 

232.5 

1,1043 

536  1 

2049 

86.7 

11.4 

1,9314 

500.0 

229  1 

100.2 

1318 

4774 

Ill . 

3,584.7 

529  6 

2020 

241.7 

1,113.4 

535  7 

210.2 

88.0 

117 

1.9418 

5026 

228  1 

97.2 

1324 

4810 

IV  ' . 

3,625.1 

5524 

210.7 

253.0 

1,121.1 

_ 

537  0 

2166 

88.8 

11 1 

1,951.7 

5049 

2253 

93.2 

_ 

1354 

484  5 

'  Includes  other  items  not  shown  separately 
‘  Includes  imputed  rental  value  of  owner  occupied  housing. 
Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis. 
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Table  B-17. — Gross  and  net  prirate  domestic  int  eslmenl,  7959-94 
[Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Table  B-19. — Inrenteries  and  final  sales  of  domestic  business.  I9i9-94 


[Billions  o(  dollars,  except  as  noted;  seasonally  adjusted) 


Inventories ' 

Final 
sales  of 
domestic 
busi¬ 
ness’ 

Ratio  of  inventories 
to  final  sales  of 
domestic  business 

Quarter 

Nonfarm 

■ 

Farm 

m 

Manu¬ 

facturing 

Whole¬ 

sale 

trade 

Retail 

trade 

Other 

Total 

Nonfarm 

Fourth  quarter: 

1959 . 

141.2 

31.6 

109.6 

55.2 

21.0 

26.2 

7.2 

36.5 

3.87 

3.00 

1960 . 

145.2 

33.0 

112.2 

562 

21.3 

27.5 

7.2 

37.7 

3.85 

2.97 

1961 . 

147.0 

33.7 

113.4 

57.2 

21.8 

27.0 

7.4 

39.6 

3.71 

2.86 

1962 . 

153.4 

34.8 

118.6 

60.3 

22.4 

28.3 

7.5 

41.9 

3.66 

2.83 

1963 . 

158.7 

34.9 

123.8 

62.2 

23.9 

29.6 

80 

44.6 

3.56 

2.78 

1964 . 

164.2 

33.3 

130.9 

65.9 

252 

31.0 

8.8 

47.5 

3.46 

2.76 

1965 

178.4 

37.4 

141.0 

70.7 

26.9 

33.7 

9.8 

52.5 

3.40 

2.69 

1966 

194.0 

36.3 

157.8 

80.9 

30.3 

36.2 

10.4 

55.6 

3.49 

2.84 

1967 

206.0 

36.5 

169.5 

87.5 

32.7 

36.9 

12.4 

59.1 

3.48 

2.87 

1968 

221.4 

38.7 

182.6 

94.0 

34.6 

40.7 

13.3 

65.0 

3.41 

2.81 

1969  . 

2425 

41.9 

200.6 

103.4 

37.9 

44.5 

14.9 

69.0 

3.51 

2.91 

1970 

249.4 

40.1 

209.2 

105.8 

41.7 

45.8 

16.0 

72.7 

3.43 

2.88 

1971 

267.4 

45.0 

222.4 

107.3 

45.2 

52.3 

17.6 

79.2 

3.38 

2.81 

1972 

296.6 

55.3 

241.3 

113.6 

50.0 

57.7 

19.9 

88.3 

3.36 

2.73 

1973 

365.1 

78.0 

287  1 

136.1 

59.4 

66.4 

25.2 

97.2 

3.76 

2.95 

1974 

435.2 

74.3 

360.9 

177.0 

75.6 

74.6 

33.7 

105.2 

4.14 

3.43 

1975 

440.1 

75.5 

364.5 

177.8 

76.2 

74.7 

35.8 

117.5 

3.74 

3.10 

1976 

475.3 

72.2 

403.1 

194.9 

86.1 

82.7 

39.4 

129.1 

3.68 

3.12 

1977  . 

521.6 

75.2 

446.4 

210.6 

96.2 

93.3 

46.3 

144.3 

3.61 

3.09 

1978  . 

605.3 

92.1 

513.2 

238.0 

111.7 

107.5 

55.9 

166.6 

3.63 

3.08 

1979 . 

702.6 

97.9 

604.7 

280.6 

141.2 

118.9 

64.1 

185.4 

3.79 

3.26 

1980 . 

784.1 

104.9 

679.3 

309.8 

174.2 

125.0 

BSC] 

203.5 

3.85 

3.34 

1981 . 

836.2 

101.4 

734.7 

331.9 

184.8 

137.0 

81 1 

220.3 

3.80 

3.34 

1982 . 

817.0 

103.6 

713.5 

318.5 

174.7 

139.5 

80.7 

230.9 

3.54 

3.09 

1983 

827.5 

1032 

724.4 

319.2 

168.9 

153.7 

82.5 

252.2 

3.28 

2.87 

1984 

898.9 

100.9 

797.9 

349.0 

187.2 

173.5 

88.3 

273.3 

3.29 

2.92 

1985 

904.3 

96.6 

807.7 

339.9 

184.9 

188.6 

94.3 

294.1 

3.08 

2.75 

1986 

887.9 

90.5 

797.3 

3281 

183.4 

193.4 

92.4 

311.4 

2.85 

256 

1987 

950.6 

90.9 

859.7 

349.3 

196.3 

216.1 

98.0 

329.8 

2.88 

2.61 

1988 

1,025.1 

95.4 

929.6 

3832 

2153 

229.9 

359.2 

2.85 

2.59 

1989 

1,081.6 

96.3 

985.3 

409.7 

224.8 

250.2 

100.6 

378.3 

2.86 

2.60 

1990 

1,110.4 

94.7 

1,015.7 

4237 

236.9 

257.2 

98.0 

398.4 

2.79 

255 

1991 

1,091.4 

90.5 

1,000.9 

407.2 

240.8 

257.0 

95.9 

2.68 

2.46 

1992 

1,104.9 

95.8 

1,009.1 

396.9 

250.5 

2665 

95.2 

434.6 

2.54 

2.32 

1993 

1,138.4 

97.6 

1,040.8 

394.6 

259.9 

282.0 

104.4 

457.1 

2.49 

2.28 

1994' 

1,218.6 

98.6 

1,120.0 

412.7 

281.2 

308.8 

117.2 

482.0 

253 

2.32 

1991  1 

1,094.4 

97.8 

996.6 

417.4 

237.0 

247.7 

94.4 

399.3 

2.74 

2.50 

II 

1,090.5 

100.2 

990.3 

411.4 

234.2 

249.4 

953 

403.9 

2.70 

2.45 

III . 

1,091.0 

95.6 

995.4 

4091 

236.0 

254.2 

96.1 

405.8 

2.69 

2.45 

IV . 

1,091.4 

90.5 

1,000.9 

407.2 

240.8 

257.0 

959 

2.68 

2.46 

1992  1 

1,094.8 

95.7 

9992 

403.9 

241 1 

257.0 

97.2 

415.8 

2.63 

2.40 

II 

1,100.0 

95.4 

1,004.7 

402.1 

245.1 

2614 

961 

262 

2.39 

III 

1,104.8 

95.9 

1,008.9 

402.6 

247.3 

264.2 

94.8 

425.2 

2.60 

2.37 

IV 

1,104.9 

95.8 

1,009.1 

396.9 

250.5 

266.5 

95.2 

434.6 

2.54 

232 

1993  1 

1,1220 

99.5 

1,022.6 

397.9 

252.9 

276.1 

95.6 

438.1 

256 

2.33 

II 

1,123.0 

95.6 

1,027.4 

254.6 

277.2 

983 

442.8 

2.54 

2.32 

III 

1,131.3 

96.7 

1,034.6 

257.5 

279.7 

1004 

447.4 

253 

231 

IV . 

1,1384 

97.6 

1,040.8 

259  9 

282.0 

104.4 

457.1 

249 

228 

1994  1 

1,145.7 

99.1 

1,046.6 

395.9 

260.0 

283.0 

1077 

462.6 

2.48 

2.26 

II 

1,163.7 

93.8 

1,070.0 

400.2 

266.2 

292.2 

111.3 

467.5 

249 

2.29 

III 

1,1852 

94.0 

1,091.2 

405.1 

272.9 

299.2 

114.0 

475.8 

2.49 

2.29 

IV' 

1,218.6 

98.6 

1,120.0 

412.7 

281.2 

308.8 

117.2 

482.0 

2.53 

2.32 

■  Inventories  at  end  of  quarter.  Quarter-to-quarter  change  calculated  train  this  table  is  not  the  curient-dollar  change  in  business 
inventories  (CBI)  component  of  GDP.  The  former  is  the  difference  between  two  inventory  stacks,  each  valued  at  their  respective  end-of- 
quarter  prices.  The  latter  is  the  change  in  the  physical  volume  of  inventories  valued  at  average  prices  of  the  quarter.  In  addition, 
changes  calculated  from  this  table  are  at  quarterly  rates,  whereas  CBI  is  stated  at  annual  rates. 

*  Inventories  ol  construction  establishments  are  included  in  "other"  nonfarm  inventories. 

X  Quarterly  totals  at  monthly  rates.  Final  sales  of  domestic  business  equals  final  sales  of  domestic  product  less  gross  product  of 
households  and  institutions  and  general  government  and  includes  a  small  amount  of  final  sales  by  farms. 

Note.— The  industry  classification  of  inventories  is  on  an  establishment  basis  and  is  based  on  the  1987  Standard  Industrial 
Classification  (SIC)  beginning  1987  anr)  on  the  1972  SIC  for  earlier  years  shown. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-20. — Inventories  and  final  sates  of  domestic  bustness  in  1987  dollars,  l9i9-94 


[Billiofls  of  1987  dollars,  except  as  noted;  seasonally  adjusted] 


Inventories ' 

Final 
sales  of 
domestic 
busi¬ 
ness* 

Ratio  of  inventories 
to  final  sales  of 
domestic  business 

Quarter 

mm 

m 

Nonfarm 

Farm 

Total* 

Whole¬ 

sale 

trade 

Retail 

trade 

Other 

Total 

Nonfarm 

■  Inventories  at  end  of  quarter.  Quarter  to-quarter  changes  calculated  from  this  table  are  at  quarterly  rates,  whereas  the  constant- 
dollar  change  in  business  inventories  component  of  GDP  is  stated  at  annual  rates. 

>  Inventories  of  construction  establishments  are  included  in  "other"  nonfarm  inventories. 

^  Quarterly  totals  at  monthly  rates.  Final  sales  of  domestic  business  equals  final  sales  of  domestic  product  less  gross  product  of 
households  and  institutions  and  general  government  and  includes  a  small  amount  of  final  sales  by  farms. 

Note.— The  industry  classification  of  inventories  is  on  an  establishment  basis  and  is  based  on  the  1987  Standard  Industrial 
Classification  (SIC)  beginning  1987  and  on  the  1972  SIC  for  earlier  years  shown 
Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis. 


Table  B-21. — Foreign  transactions  in  the  national  income  and  product  accounts.  1939-94 
[Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Table  B-22. — Exports  and  imports  of  goods  and  strrices  and  receipts  and  payments  of  factor  income  in 
1987  dollars.  m9-94 


[Billions  of  1987  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Exports  of  goods  and  services 


Year  or  quarter 

Total 

Merchandise  ■ 

Serv¬ 
ices  * 

ceipts 

of 

factor 
in¬ 
come  * 

Total 

Dura¬ 

ble 

goods 

Non¬ 

dura¬ 

ble 

goods 

1959 

73.8 

58.0 

31.5 

265 

15.8 

17.0 

1960 

88.4 

71.2 

39.2 

32.0 

17.2 

19.1 

1961 

899 

71.5 

39.4 

32.1 

18.4 

20.6 

1962 

95.0 

748 

41.2 

33.5 

20.3 

22.5 

1963 

101.8 

80.3 

43.6 

36.7 

21.5 

24.4 

1964 

115.4 

91.4 

50.2 

41.2 

240 

26.6 

1965 

118.1 

92.1 

52.2 

39.9 

25.9 

28.3 

1966 

125.7 

98.4 

56.1 

42.3 

27.3 

28.0 

1967 

130.0 

100.1 

63.8 

36.3 

29.9 

29.2 

1968 

140.2 

108.8 

70.0 

38.7 

31.5 

32.3 

1969 

1478 

114.4 

75.2 

392 

33.3 

35.7 

1970 

161.3 

125.2 

80.4 

44.7 

36.1 

36.8 

1971 

161.9 

124.1 

79.3 

449 

37.8 

37.9 

1972 

173.7 

136.5 

87.1 

49.5 

37.2 

42.2 

1973 

210.3 

166.9 

108.0 

58.9 

43.4 

57.5 

1974 

234.4 

183.4 

123.5 

59.9 

51.0 

67.5 

1975 

232.9 

178.5 

121.3 

572 

54.4 

57.4 

1976 

2434 

183.9 

121.8 

62.1 

59.5 

63.0 

1977 

246.9 

183.9 

119.5 

644 

63.0 

67.9 

1978 

270.2 

203.0 

132.1 

70.9 

67.2 

78.7 

1979 

293.5 

2257 

148.1 

77.6 

67.8 

107.1 

1980 

320.5 

248.2 

161.0 

87.3 

72.3 

113.7 

1981 

326.1 

244.0 

154.2 

89.7 

82.2 

120.7 

1982 

296.7 

217.7 

130.5 

87.2 

79.0 

1179 

1983 

285.9 

208.3 

124.6 

83.8 

77.6 

111.0 

1984 

305.7 

221.3 

133.8 

87.5 

84.4 

119.4 

1985 

309.2 

224.8 

139.3 

85.6 

84.4 

103.4 

1986 

329.6 

234.3 

144.8 

89.6 

95.3 

99.2 

1987 

364.0 

257.7 

163.0 

94.7 

106.2 

105.1 

1988 

421.6 

3074 

202.8 

104.6 

114.2 

123.8 

1989 

471.8 

343.8 

230.9 

112.9 

128.0 

144.7 

1990 

510.5 

368.9 

249.4 

119.5 

141.6 

148.0 

1991 

542.6 

397.1 

269.4 

127.7 

145.5 

1313 

1992 

578.8 

426.5 

291.4 

135.2 

152.3 

109.2 

1993 

602.5 

446.0 

312.5 

133.4 

156.5 

109.1 

1994  ' 

654.8 

495.0 

355.1 

139.9 

159.8 

1982  IV 

280.4 

202.8 

119.0 

83.7 

77.6 

109.7 

1983  IV 

291.5 

215.5 

1310 

84.5 

75.9 

116.5 

1984  IV 

312,8 

229.0 

138.5 

90.5 

83.8 

116.1 

1985  IV 

312.0 

226.4 

139.6 

868 

85.5 

102.9 

1986  IV 

342.9 

243.5 

150.0 

93.5 

99.4 

94.8 

1987  IV 

386.1 

278.0 

180.1 

97.8 

108.1 

112.9 

1988  IV 

4382 

322.0 

214.7 

1072 

116.2 

132.3 

1989  IV 

487.7 

354.8 

2378 

116.9 

132.9 

144.3 

1990  IV 

520.4 

374.6 

250.9 

123.8 

145.8 

155.4 

1991  1 

519.0 

3822 

254.8 

127.4 

136.7 

148.1 

II 

544.0 

398  5 

272.8 

125.7 

145.5 

131.7 

III 

544.8 

397.9 

271.5 

126.4 

146.9 

124.1 

IV 

562.6 

409.8 

278.6 

131.3 

152.7 

1215 

1992  1 

5710 

416.0 

282.5 

133.5 

154.9 

114.9 

II 

573.1 

4215 

287.7 

133.8 

151.6 

114.2 

III 

580.5 

427.4 

291.5 

136.0 

153.1 

106.6 

IV 

590.7 

441.1 

303.7 

137.4 

1496 

101.0 

1993  1 

589.2 

4339 

301.2 

132.7 

155.3 

104.7 

II 

600.2 

443.3 

310.4 

132.9 

156.9 

110.1 

III 

595,3 

438.5 

308.0 

130.5 

156.7 

109.4 

IV 

625.2 

4681 

330.6 

1375 

157  1 

112  4 

1994  1 

619.6 

464.4 

332.6 

1317 

155.2 

114.8 

II 

643.9 

484.6 

3485 

136.1 

159.2 

127.1 

III . 

666.5 

505.1 

361.2 

144.0 

1613 

1378 

IV  . 

689.0 

5258 

378.0 

147.8 

163.2 

Imports  of  goods  and  services 


Total 

Merchandise  ■ 

Serv¬ 
ices  ' 

rai¬ 

ments 

of 

factor 
in¬ 
come  ’ 

Total 

Dura¬ 

ble 

goods 

Non¬ 

dura¬ 

ble 

goods 

95.6 

60.2 

26.0 

34.2 

35.4 

6.2 

%1 

59.1 

24.7 

34.4 

37.0 

72 

95.3 

59.2 

23.7 

35.5 

36.1 

7.2 

105  5 

68.0 

28.0 

40.0 

375 

7.3 

107.7 

70.9 

296 

41.2 

368 

8.2 

112.9 

75.6 

32.8 

42.8 

373 

9.1 

124.5 

86.5 

40.5 

46.0 

37.9 

9.9 

143  7 

100.2 

50.6 

49.6 

43.5 

11.0 

1.5,3  7 

105.2 

53.1 

52.1 

486 

118 

177.7 

128.1 

68.7 

59.4 

49.6 

13.5 

1892 

137.0 

741 

62.8 

52.3 

178 

1%4 

142.1 

75.4 

66.7 

54.4 

19.2 

207  8 

156.1 

84.4 

71.7 

51.7 

17.9 

230.2 

177.5 

95.7 

81.7 

528 

20.5 

244.4 

194.7 

100.9 

93.9 

497 

276 

238.4 

189.3 

101.3 

87.9 

49.2 

33.2 

209.8 

163.3 

82.1 

81.2 

46.5 

316 

249.7 

200.4 

100.9 

99.5 

49.3 

31.5 

274.7 

223.2 

112.9 

110.3 

51.5 

32.2 

;«)01 

245.2 

130.0 

115.3 

54.8 

43.2 

304.1 

248.7 

132.1 

116.7 

55.3 

58.6 

289  9 

235.6 

133.6 

102.0 

54.2 

66.6 

304.1 

246.1 

143.4 

102.7 

58.0 

79.4 

304.1 

243.1 

143.0 

100.1 

61.1 

82.1 

342.1 

276.5 

167.6 

108.9 

65.6 

78.0 

427.7 

346.1 

219.9 

126.2 

81.6 

93.5 

454.6 

366.5 

237.2 

129.3 

88.1 

882 

484.7 

398.0 

254.6 

143.4 

86.7 

90.2 

507.1 

4148 

264.2 

150.6 

92.3 

1W.5 

525  7 

431.3 

274.7 

156.7 

94.3 

116.1 

545.4 

450.4 

287.1 

163.3 

95.0 

130.1 

565.1 

461.4 

292.5 

168.9 

103.7 

128.8 

562  1 

464.4 

297.2 

167.2 

97.7 

116  7 

6112 

512.8 

333.4 

179.4 

98.4 

102.8 

676  3 

572.7 

380.9 

191.8 

103.6 

103.4 

769.0 

660.0 

454.6 

2053 

109.0 

299.4 

236.3 

134.6 

101.7 

63.1 

77.6 

375.1 

306.6 

191.1 

115.5 

68.6 

82.0 

444.2 

357.9 

229  3 

128.6 

86.3 

93.9 

467.4 

380.0 

243.5 

1365 

87.4 

86.8 

498.9 

409.1 

259.8 

149.3 

89.8 

91.2 

522  1 

4274 

273.8 

153.7 

94.6 

105.4 

540.9 

444.8 

284.0 

160.8 

96.1 

123.0 

555.0 

458.5 

290.4 

168.1 

96.5 

125.9 

557.2 

4531 

294.4 

158.8 

104.1 

127.1 

539.4 

441.5 

283.6 

157.9 

97.9 

124.0 

557  8 

459.0 

2898 

169.2 

98.7 

119.6 

571.8 

475.3 

304.9 

1704 

965 

115.0 

5794 

481.8 

310.6 

1712 

97.6 

108.3 

588  8 

489  5 

317.1 

172.4 

99.3 

1043 

607.1 

509.7 

329.6 

180.0 

97.4 

106.1 

619.4 

5217 

339.1 

182.5 

97.7 

99.9 

629.3 

530  2 

347.6 

182.6 

99.0 

100.7 

646  8 

5466 

3610 

185.7 

100.1 

96.1 

669  6 

567.4 

373.7 

193.7 

102.2 

105.3 

6816 

577.1 

384.0 

193.0 

104.5 

1004 

707.4 

599.9 

405.1 

194.8 

107.6 

111.7 

723.6 

615.2 

417.7 

1975 

108.5 

113.2 

755.6 

648.3 

443.4 

204.9 

1074 

1307 

783.5 

674.6 

463.1 

211.5 

108.9 

1449 

813.1 

701.8 

494.4 

207.4 

1113 

■  Certain  goods,  primarily  milit^  equipment  purchased  and  sold  by  the  Federal  Government,  are  included  in  services. 

>  Mainly  receipts  by  U.S.  residents  of  interest  and  dividends  and  reinvested  earnings  of  foreign  affiliates  of  U  S.  corporations. 
V  Mainly  paymffits  to  foreign  residents  of  interest  and  dividends  and  reinvested  earnings  of  U.S.  affiliates  of  foreign  corporations. 
Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis. 
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Table  B-23. — Relation  of  gross  domestic  product,  gross  national  product,  net  national  product,  and 
national  income.  1959-94 


(Billions  of  dollars^  quarteily  data  at  seasonally  adjusted  annual  rates) 


Year  or 
quarter 

Gross 

domestic 

product 

Plus: 
Receipts 
of  factor 
income 
from  rest 
of  the 
nvorld  ‘ 

Less: 

Payments 
of  factor 
income  to 
rest  of 
the 

world  * 

Less: 

Consump¬ 
tion  of 
fixed 
capital 

Less: 

Plus: 

Subsidies 

less 

current 

surplus 

of 

govern¬ 

ment 

enter¬ 

prises 

Equals: 

National 

income 

Equals: 

Net 

national 

product 

Statis¬ 

tical 

discrep¬ 

ancy 

1959 . 

494.2 

4.3 

1.5 

497.0 

44.6 

4525 

41.9 

1.4 

-1.8 

-0.9 

410.1 

1960 . 

513.3 

5.0 

1.8 

516.6 

46.3 

470.2 

45.5 

1.4 

-3.1 

-.8 

425.7 

1961 . 

531.8 

5.4 

1.8 

535.4 

47.7 

487.7 

48.1 

1.5 

-2.2 

.2 

440.5 

1962 . 

571.6 

6.1 

1.8 

575.8 

49.3 

526.5 

51.7 

1.6 

-1.0 

.3 

474.5 

1963 . 

603.1 

6.6 

2.1 

607.7 

51.3 

556.4 

54.7 

1.8 

-2.0 

-.3 

501.5 

1964 . 

648.0 

7.4 

2.4 

6530 

53.9 

599.2 

58.8 

2.0 

-.7 

1 

539.1 

1965 . 

702.7 

8.1 

2.7 

708.1 

57.3 

650.7 

62.7 

2.2 

-.7 

.3 

586.9 

1966 . 

769.8 

8.3 

3.1 

7749 

62.1 

712.8 

654 

2.3 

2.8 

1.4 

643.7 

1967 . 

814.3 

8.9 

3.4 

819.8 

67.4 

752.4 

70.4 

2.5 

.8 

1.2 

679.9 

1968 . 

889.3 

10.3 

4.1 

8955 

73.9 

821.5 

79.0 

2.8 

-.1 

1.2 

741.0 

1969 . 

959.5 

11.9 

58 

965.6 

81.5 

884.2 

86.6 

3.1 

-2.6 

1.5 

798.6 

1970 . 

1,010.7 

13.0 

6.6 

1,017.1 

88.8 

9283 

94.3 

3.2 

.0 

2.6 

833.5 

1971 . 

1,097.2 

14.1 

6.4 

1,104.9 

97.6 

1,007.3 

103.6 

3.4 

3.1 

2.4 

899.5 

1972 . 

1,207.0 

16.4 

7.7 

1,215.7 

109.9 

1,105.7 

111.4 

3.9 

1.1 

3.4 

992.9 

1973 . 

1,349.6 

23.8 

11.1 

1,362.3 

120.4 

1,241.9 

121.0 

4.5 

-.5 

2.6 

1,119.5 

1974 . 

1,458.6 

30.3 

14.6 

1,474.3 

140.2 

1,334.1 

129.3 

5.0 

1.4 

.4 

1,198.8 

1975 . 

1,585.9 

28.2 

14.9 

1,599.1 

165.2 

1,433.9 

140.0 

5.2 

6.0 

2.6 

1,285.3 

1976 . 

1,768.4 

32.8 

15.7 

1,785.5 

182.8 

1,602.7 

1516 

6.5 

10.4 

1.4 

1,435.5 

1977 . 

1,974.1 

37.7 

17.2 

1,994.6 

205.2 

1,789.4 

165.5 

7.3 

10.9 

3.3 

1,609.1 

1978 . 

2,232.7 

47.1 

25.3 

2,254.5 

234.8 

2,0198 

177.8 

8.2 

7.6 

3.6 

1,829.8 

1979 . 

2,488.6 

69.7 

37.5 

2,520.8 

272.4 

2,248.4 

188.7 

9.9 

13.8 

2.9 

2,038.9 

1980 . 

2,708.0 

80.6 

46.5 

2,742.1 

311.9 

2,4302 

212.0 

11.2 

13.6 

4.8 

2,198.2 

1981 . 

3,030.6 

94.1 

60.9 

3,063.8 

362.4 

2,701.4 

2493 

13.4 

10.9 

4.7 

2,432.5 

1982 . 

3,149.6 

97.3 

67.1 

3,179.8 

3991 

2,780.8 

256.4 

15.4 

-7.4 

6.2 

2,522.5 

1983 . 

3,405.0 

95.8 

66.5 

3,434.4 

418.4 

3,016.0 

280.1 

16.6 

10.2 

11.7 

2,720.8 

1984 . 

3,777.2 

108.1 

83.8 

3,801.5 

433.2 

3,368.3 

309.5 

19.0 

-9.0 

9.5 

3,058.3 

1985 . 

4,038.7 

97.3 

82.4 

4,053.6 

454.5 

3,599.1 

329.9 

21.0 

-13.9 

6.4 

3,2684 

1986 . 

4,268  6 

96.0 

86.9 

4,277.7 

478.6 

3,799  2 

345.5 

24.2 

1.2 

9.7 

3,437.9 

1987 . 

4,539.9 

105.1 

100.5 

4,544.5 

5022 

4,042.4 

365.0 

24.0 

-24.8 

14.1 

3,692.3 

1988 . 

4,900.4 

128.7 

120.8 

4,908.2 

534.0 

4,3742 

385.3 

25.6 

-28.4 

10.9 

4,002.6 

1989 . 

5,2508 

157.5 

141.5 

5,266.8 

5804 

4,686.4 

414.7 

26.6 

1.1 

5.4 

4,249  5 

1990 . 

5,546.1 

168.6 

146.9 

5,567.8 

602.7 

4,965.1 

444.0 

26.8 

7.8 

45 

4,491.0 

1991 . 

5,724.8 

155.7 

139.7 

5,740.8 

626.5 

5,114.3 

478.3 

26.3 

1.5 

-.1 

4,608.2 

1992 . 

6,020.2 

133.5 

127.9 

6,025.8 

658.5 

5,3673 

504.4 

28.1 

8.8 

3.5 

4,8295 

1993 . 

6,343.3 

136.6 

132.1 

6,347.8 

669.1 

5,678.7 

525.3 

28.7 

2.3 

9.0 

5,131.4 

1994  r . 

6.736.9 

715.5 

553.7 

30.6 

1.0 

1982: IV . 

3,195.1 

91.9 

64.4 

3,222.6 

412.5 

2.8101 

262.3 

16.0 

-10.1 

9.6 

2,551.5 

1983: IV . 

3,547.3 

102.1 

71.0 

3,578.4 

439.7 

3,138.7 

291.7 

181 

138 

19.2 

2,834.3 

1984: IV . 

3,869.1 

106.6 

85.5 

3,890.2 

448.0 

3,442.2 

317.7 

20.2 

-20.5 

9.7 

3,134.4 

1985:  IV . 

4,140.5 

98.1 

82.4 

4,156.2 

465.6 

3,690.7 

335.1 

22.2 

-5.9 

2.6 

3,341.9 

1986:  IV . 

4,336.6 

92.8 

889 

4,340.5 

488.2 

3,8523 

351.6 

24.9 

-2.0 

8.2 

3,486.0 

1987:  IV . 

4,683.0 

114.4 

106.9 

4,690.5 

512.1 

4,178.5 

372.3 

24.2 

-24.9 

22.0 

3,828.8 

1988:  IV . 

5,044.6 

139.9 

130.2 

5,054.3 

547.2 

4,507.2 

394.2 

27.2 

-25.4 

16.5 

4,127.6 

1989:  IV . 

5,344.8 

159.3 

139.1 

5,365.0 

600.8 

4,764.2 

424.4 

26.2 

12.8 

4.4 

4,305.2 

1990:  IV . 

5,597.9 

179.7 

1477 

5,630.0 

614.8 

5,015.1 

454.8 

26.7 

4.9 

10.4 

4,539.2 

1991:1 . 

5,636.8 

173.7 

146.4 

5,664.0 

620.2 

5,043.8 

465.8 

26.0 

-10.3 

1.6 

4,563.9 

II . 

5,705.9 

155.6 

142.5 

5,719.0 

623.3 

5,095.8 

471.8 

26.3 

6.2 

.8 

4,592  3 

Ill . 

5,759.9 

147.8 

138.4 

5,769.3 

627.1 

5,142.2 

483.7 

26.0 

122 

-7.7 

4,612.7 

IV . 

5,796.6 

145.7 

131.6 

5,810.7 

635.4 

5,175.4 

491.8 

26.8 

-2.1 

5.0 

4,663.9 

1992:1 . 

5.8%.8 

1393 

128.3 

5,907.7 

632.9 

5,274.8 

496.3 

27.6 

2.0 

3.6 

4,752.4 

II . 

5,971.3 

139.4 

131.6 

5,979.1 

637.5 

5,341.7 

499.6 

281 

11.5 

4.4 

4,806.8 

Ill . 

6,0436 

130.7 

124.8 

6,049.4 

715.3 

5,334.1 

505.3 

28.2 

3.7 

-2.9 

4,793.9 

IV . 

6,169.3 

124.6 

126.8 

6,167.0 

648.4 

5,518.6 

516.2 

28.6 

18.0 

9.1 

4,964.9 

1993:1 . 

6,235.9 

130.2 

122.2 

6,243.9 

662.9 

5,581.1 

515.5 

28.2 

25.5 

19.3 

5,031.1 

II . 

6,299.9 

137.6 

134.3 

6,303.3 

662.0 

5.641.2 

521.4 

28.9 

5.7 

8.8 

5,094.0 

Ill . 

6,359.2 

137.1 

128.6 

6,367.8 

677.3 

5,690.5 

524.7 

28.9 

-5.5 

-3.9 

5,138.5 

IV . 

6,478.1 

141.3 

1433 

6,476.2 

674.0 

5,802.2 

539.7 

28.6 

-16.5 

11.7 

5,262.0 

1994:1 . 

6,574.7 

145.4 

146.1 

6,574.0 

734.1 

5,840.0 

544.7 

30.1 

-36.1 

7.4 

5,308.7 

II . 

6,689.9 

162.1 

169.5 

6,682.5 

6981 

5,984.5 

550.3 

30.3 

-24C 

3.0 

5,430.7 

III... 

6,791.7 

176.7 

188.i 

6,779.6 

709.9 

6,069.8 

557.2 

30.i 

-21.1 

-8.0 

5,494.9 

6,891.1 

719.8 

562  C 

314 

1.6 

’  Mainly  receipts  by  U  S.  residents  of  interest  and  dividends  and  reinvested  earnings  of  foreign  affiliates  of  U.S.  corporations, 
r  Mainly  payments  to  foreign  residents  of  interest  and  dividends  and  reinvested  earnings  of  U.S.  affiliates  of  foreign  corporations. 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-24. — Relation  of  national  income  and  personal  income.  1959-94 


[Billions  of  doHors;  quarterly  data  at  seasonally  adjusted  annual  rates] 


year  or  quarter 

Less: 

Plus: 

Equals: 

National 

income 

Corporate 

profits 

with 

inventory 

valuation 

and 

capital 

consump¬ 

tion 

adjust¬ 

ments 

Net 

interest 

Contribu¬ 
tions  for 
social 
insurance 

Wage 

accruals 

less 

disburse¬ 

ments 

Per¬ 

sonal 

inter¬ 

est 

in¬ 

come 

Per¬ 

sonal 

divi¬ 

dend 

in¬ 

come 

Govern¬ 

ment 

transfer 

pay¬ 

ments 

to 

persons 

Business 

transfer 

payments 

to 

persons 

Personal 

income 

1959 . 

410.1 

52.3 

10.2 

188 

0.0 

22.7 

12.7. 

25.7 

1.3 

3912 

I960 . 

425.7 

50.7 

11.2 

21.9 

.0 

25.0 

134 

27.5 

1.3 

409.2 

1961 . 

440.5 

51.6 

13.1 

22.9 

.0 

26.9 

14.0 

31.5 

1.4 

426.5 

1962 . 

474.5 

59.6 

14.6 

25.4 

.0 

29.3 

15.0 

32.6 

1.5 

453.4 

19ui 

501.5 

65.1 

16.1 

28.5 

.0 

32.4 

16.1 

34.5 

1.7 

476.4 

1964 

539.1 

72.1 

18.2 

30.1 

.0 

36.1 

18.0 

36.0 

1.8 

510.7 

1965 

586.9 

82.9 

21.1 

31.6 

.0 

40.3 

20.2 

39.1 

2.0 

5529 

1966 

643.7 

88.6 

24.3 

40.6 

.0 

44.9 

20.9 

43.6 

2.1 

601.7 

1967 

679.9 

86.0 

28.1 

45.5 

.0 

49.5 

22.1 

52.3 

2.3 

646  5 

1963 

741.0 

92.6 

30.4 

50.4 

.0 

54.6 

24.5 

60.6 

2.5 

7099 

1969 

798.6 

89.6 

33.6 

57.9 

.0 

60.8 

25.1 

67.5 

2.8 

773.7 

1970 

833.5 

77.5 

40.0 

62.2 

.0 

69.2 

23.5 

81.8 

2.8 

831.0 

1971 

899.5 

90.3 

45.4 

68.9 

.6 

75.7 

23.5 

97.0 

3.0 

893.5 

1972 

992.9 

103.2 

49.3 

79.0 

.0 

81.8 

25.5 

108.4 

3.4 

9805 

1973 

1.119.5 

116.4 

56.5 

97.6 

-.1 

94.1 

27.7 

124.1 

3.8 

1,098.7 

1974 

1.198.8 

104.5 

71.8 

110.5 

-.5 

112.4 

29.6 

147.4 

4.0 

1.205.7 

1975 

1285.3 

121.9 

80.0 

118.5 

.1 

123.0 

29.2 

185.7 

4.5 

1,307.3 

1976 

1.435.5 

147.1 

85.1 

134.5 

.1 

134.6 

34.7 

202.8 

5.5 

1,446.3 

1377 

1.609.1 

175.7 

100.7 

149.8 

.1 

155.7 

39.4 

217.5 

5.9 

1,6013 

1973 

1.829.8 

199.7 

120.5 

171.8 

.3 

184.5 

44.2 

234.8 

6.8 

1,8079 

19/9 

2.038.9 

202.5 

149.9 

197.8 

-.2 

223.2 

50.4 

262.8 

7.9 

2.033.1 

1980 

2.1982 

177.7 

191.2 

216.6 

.0 

274.0 

57.1 

312.6 

88 

2,265.4 

1981 

2.432.5 

182.0 

233.4 

251.3 

.1 

336.1 

66.9 

355.7 

10.2 

2,534.7 

1982 

2.522.5 

151.5 

262.4 

269.6 

.0 

376.8 

671 

396.3 

11.8 

2.690.9 

1983 

2,720.8 

212.7 

270.0 

290.2 

-.4 

397.5 

77.8 

426.1 

12.8 

2.862.5 

1984 

3,058.3 

264.2 

307.9 

325.0 

.2 

461.9 

78.8 

437.8 

15.1 

3.154.6 

1985 

3268.4 

280.8 

326.2 

353.8 

-.2 

498.1 

87.9 

4681 

178 

3,3798 

1986 

3.437.9 

271.6 

350.2 

379.8 

.0 

531.7 

104.7 

497.1 

20.7 

3,590.4 

1987 

3,692.3 

319.8 

360.4 

400.7 

.0 

548.1 

100.4 

521.3 

20.8 

3.802.0 

1988 

4,002.6 

365.0 

387.7 

442.3 

.0 

583.2 

108.4 

555.9 

20.8 

4,075.9 

1989 

4249.5 

362.8 

452.7 

473.2 

.0 

668.2 

126.5 

603.8 

211 

4,3803 

1990 

4,491.0 

380.6 

463.7 

503.1 

.1 

698.2 

1444 

666.3 

21.3 

4,673.8 

1991 

4,608.2 

390.3 

447.4 

5259 

-.1 

695.1 

150.5 

7492 

20.8 

4,860.3 

1992 

4,829.5 

405.1 

420.0 

556.4 

-20.0 

665.2 

161.0 

8379 

22.3 

5,154.3 

1993 

5.131.4 

485.8 

399.5 

585.6 

20.0 

637.9 

181.3 

8926 

228 

5,375.1 

1994  <• . 

626.3 

0 

664.3 

194.3 

940.2 

23.5 

5,7018 

1982  IV 

2.551.5 

150.3 

256.8 

272.8 

.0 

373.6 

69.4 

4199 

12.3 

2.746.8 

1983  IV 

2.834.3 

229.1 

281.8 

298.3 

.0 

418.7 

80.6 

428.0 

13.2 

2,965.8 

1984  IV 

3.134.4 

261.3 

3211 

332.2 

.6 

485.4 

793 

442.3 

16.2 

3,242.5 

1985  IV 

3.341.9 

284.9 

331.9 

362.3 

.0 

507.5 

92  7 

474.8 

18.8 

3,456.7 

1986  IV 

3,486.0 

264.6 

349.7 

388.7 

.0 

532.6 

105.6 

505.8 

20.9 

3.647.8 

1987  IV 

3,828.8 

343.3 

368.6 

409.6 

-.2 

562.3 

100.1 

528.1 

20.4 

3.918.5 

1988  IV 

4.127.6 

378.3 

4081 

453.5 

.0 

6089 

113.8 

563.5 

21.3 

4.195.2 

1989  IV 

4.3052 

354.5 

459.8 

480.4 

.0 

681.2 

132.9 

624.0 

20.8 

4.469.4 

1990  IV 

4.539.2 

362.8 

4744 

509.5 

.2 

710.3 

1444 

690.9 

21.1 

4,759.1 

1991  1 

4,563.9 

385.4 

465.1 

520.4 

.2 

710.1 

148.6 

725.0 

20.8 

4,797.2 

II 

4.592.3 

391.5 

448.0 

522.7 

-.4 

697.3 

149.9 

742.2 

20.7 

4,840.5 

III 

4.612.7 

389.6 

444.7 

528.0 

.0 

6910 

152.2 

754.7 

20.8 

4.869.1 

IV 

4.663.9 

394.7 

431.8 

532.7 

.0 

6822 

151.2 

775.1 

21.1 

4,9342 

1992  1 

4,752.4 

412.1 

421.6 

546.3 

.0 

669.1 

151.2 

817.7 

21.9 

5,032.4 

II 

4.806.8 

412.6 

421.9 

552.6 

.0 

670.2 

156.7 

8330 

22.2 

5.101.9 

III 

4.793.9 

363.2 

418.7 

558.9 

.0 

663.2 

1643 

845.0 

22.5 

5.148.1 

IV 

4.964.9 

432.5 

418.0 

567.8 

-80.0 

658  2 

171.8 

855.7 

22.7 

5,335.0 

1993  1 

5.031.1 

442.5 

414.6 

568.3 

80.0 

653.2 

178.0 

8758 

22.8 

5,255.5 

II 

5.094.0 

473.1 

397.6 

586.1 

.0 

6366 

1804 

887.6 

22.8 

5,364.5 

III 

5.138.5 

493.5 

396.7 

590.9 

.0 

634.1 

182.8 

898.8 

228 

5,395.9 

IV 

5.262.0 

533.9 

389.1 

597.2 

.0 

627.7 

184.1 

908.3 

227 

5.4846 

1994  1 

5.308.7 

508.2 

3942 

614.7 

.0 

631.1 

185.7 

9242 

23.2 

5,555.8 

II 

5.430.7 

546.4 

399.7 

623.5 

.0 

649.4 

191.7 

934.3 

23.4 

5,659.9 

III . 

5.494.9 

556  0 

415.7 

628.9 

.0 

674.2 

1969 

945.4 

23.6 

5,734.5 

IV  ' . 

637.9 

.0 

7023 

202.7 

956.8 

23.8 

5,857.1 

Source:  Department  ol  Commerce,  Bureau  ol  Economic  Analysis. 
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Table  B-25. — Niilioiial  iiuomt  by  type  of  imonie.  I<jyj-V4 
IBillions  of  dollars:  quarterly  data  at  seasonally  adjusted  annual  ratesj 


Compensation  Proprietors'  mcome  with  inventory  valuation  and 

of  employees  capital  consumption  adjustments 


Year  or  quarter 

National 
income  * 

Tntal 

Wages 

and 

salaries 

Supple¬ 

ments 

to 

wages 

and 

sal¬ 

aries- 

Tetal 

Farm 

Nonlarm 

Tptal 

Propri¬ 

etors' 

in¬ 

come 

Capital 

cen- 

sump¬ 

tion 

adjust 

ment 

Total 

Propri¬ 

etors' 

income 

Inven¬ 

tory 

valua¬ 

tion 

adjust¬ 

ment 

Capital 

con¬ 

sump¬ 

tion 

adjust¬ 

ment 

1959 . 

4101 

281.2 

259.8 

21.4 

51.7 

10.7 

11.6 

-0.9 

41  1 

40.2 

0.0 

0.9 

1960 . 

425.7 

2%.7 

272.8 

238 

51.9 

11.2 

12.1 

-.8 

406 

39.8 

.0 

.8 

1961 . 

440.5 

305.6 

280.5 

25.1 

543 

11.9 

12  7 

-  8 

424 

418 

.0 

.6 

1962 

474.5 

327  4 

299.3 

281 

564 

11.9 

12  7 

-.8 

44.5 

43.9 

0 

6 

1963 

5015 

345.5 

314.8 

30.7 

57.7 

11.8 

125 

-.7 

459 

452 

.0 

.7 

1964 

539.1 

371.0 

337.7 

33.2 

60.5 

10.6 

11.3 

-.7 

49.8 

492 

-.1 

.7 

1965 . 

586.9 

399.8 

363.7 

36.1 

65.0 

12.9 

13.7 

-.7 

521 

51.9 

-.2 

4 

1966 . 

643.7 

4430 

400.3 

42.7 

694 

140 

14.8 

-  8 

55.3 

554 

-  2 

.2 

1%7 

679.9 

475.5 

428.9 

46.6 

709 

12  7 

13.5 

-  8 

582 

583 

-  2 

1 

1968 . 

741.0 

524.7 

471.9 

52.8 

75.1 

12.7 

13.6 

-  9 

62,4 

630 

-.4 

-  2 

1969 . 

798  6 

578.4 

518.3 

601 

78.9 

144 

15.6 

-1.1 

645 

65.0 

-.5 

.0 

1970 

8335 

618.3 

551.5 

668 

799 

14.6 

15.9 

-1.3 

65.3 

66.0 

-  5 

-.1 

1971 

8995 

659.4 

584.5 

74.9 

86.2 

15.2 

16.6 

-14 

70.9 

72.0 

-  6 

-.5 

1972 . 

9929 

726.2 

638.7 

87.6 

974 

19.1 

209 

-1.8 

78.3 

79.3 

-.7 

-.2 

1973 . 

1.119.5 

812.8 

708.6 

104.2 

116.5 

322 

34.3 

-2.0 

84.3 

86.5 

-2.0 

.2 

1974 . 

1.198.8 

891.3 

772.2 

119.1 

1153 

25.5 

282 

-2  8 

898 

942 

-3.8 

-.6 

1975 

1.285.3 

948.7 

814.7 

134.0 

121.2 

23.7 

27.5 

-3.8 

97.5 

100.2 

-1.2 

-1.4 

1976 

1.435.5 

1.058.3 

899.6 

158.7 

1329 

18.3 

22.5 

-4.2 

114.6 

1176 

-1.3 

-17 

1977 

1.609.1 

1.1773 

994.0 

183.3 

1464 

17  1 

21.8 

-4.8 

129.4 

1325 

-1.3 

-1.8 

1978 

1.829  8 

1.333.0 

1,120.9 

212.1 

167.7 

21.5 

27.0 

-5.5 

146.2 

150.2 

-21 

-2.0 

1979 

2.038.9 

1.4%4 

1,255.3 

241  1 

181  8 

24.7 

312 

-6.4 

157.0 

1618 

-2  9 

-1.9 

1980 

2.198.2 

1,6444 

1.376.6 

267.8 

171  8 

11.5 

19.4 

-79 

160.3 

1658 

-3.0 

-2.5 

1981 

2.432.5 

1.8155 

1,515.6 

299  8 

180.8 

21.2 

30.2 

-9  0 

1596 

160.9 

-14 

.2 

1982 

2.522.5 

1.916.0 

1,593.3 

322.7 

170.7 

13.5 

23.1 

-9  7 

1573 

157.8 

-.6 

.0 

1983 

2.720.8 

2.029.4 

1.684.2 

345  2 

1867 

24 

12.1 

-9.7 

184.3 

176.1 

-.6 

8.7 

1984 

3.0583 

2.226.9 

1.8500 

3769 

236.0 

21.3 

308 

-9  4 

214.7 

197,1 

-.5 

18.1 

1985 

3.268.4 

2.3828 

1,986.3 

3%.5 

259.9 

21.5 

30.5 

-9.0 

238.4 

212.4 

-.2 

26.1 

1986 

3.4379 

2.523.8 

2,1054 

418.4 

283  7 

223 

31.0 

-8.7 

261.5 

230.6 

-.1 

30.9 

1987 

3.6923 

2.6987 

2,261,2 

4374 

310.2 

313 

39.6 

-8.3 

279.0 

252.4 

-  8 

27.4 

1988 

4.002.6 

2.921.3 

2.4430 

4783 

324.3 

309 

388 

-8  0 

293.4 

266  8 

-15 

281 

1989 

4.2495 

3.100.2 

2,5864 

5138 

347  3 

40.2 

483 

-8.1 

3070 

281 1 

-12 

272 

1990 

4,491.0 

3,297.6 

2,7450 

552.5 

363.3 

41.9 

498 

-7.8 

321.4 

305,6 

-.4 

16.2 

1991 

4,608.2 

3,404.8 

2,816.0 

588.8 

376.2 

36.7 

44  3 

-7.6 

339.5 

328.3 

-.2 

114 

1992 

4,829.5 

3,591.2 

2,954.8 

636.4 

418.7 

444 

51.9 

-7.5 

374.4 

362.0 

-.5 

129 

1993 

5,1314 

3,780.4 

3.100.8 

679.6 

441.6 

37.3 

44.5 

-7.2 

404  3 

390.2 

-.8 

149 

1994 

4,005  1 

3,279.2 

725  9 

473  1 

39  2 

46  6 

73 

433  9 

419  8 

1  2 

152 

1982  IV 

2.5515 

1.940.4 

1.611.8 

3286 

179.9 

10.2 

20.0 

-9  8 

169.6 

168.0 

.6 

1.1 

1983  IV 

2.834.3 

2,1012 

1,747.3 

353.9 

2001 

63 

15.8 

-9.5 

1938 

1825 

-1.6 

129 

1984  IV 

3.134.4 

2,288.1 

1.903.9 

384.2 

2396 

21.9 

31.2 

-9.3 

2177 

1%.6 

1 

21.0 

1985  IV 

3.341.9 

2.442.5 

2,039  1 

403.3 

2687 

17.8 

26.7 

-8.9 

250.9 

2232 

-1.4 

291 

1986  IV 

3.486.0 

2.582.5 

2,153.9 

428.6 

2844 

23.6 

32.1 

-8  6 

2609 

230.0 

.7 

30.1 

1987  IV 

3.828.8 

2,785.1 

2,336.7 

448.4 

3250 

42.4 

50.6 

-8  2 

2826 

254.2 

17 

26.7 

1988  IV 

4.127.6 

3,004.9 

2.510.6 

4943 

333.4 

30.9 

38.8 

-7.9 

3025 

274.9 

-14 

290 

1989  IV 

4.305.2 

3.1628 

2,637.9 

5249 

349  7 

38.4 

464 

-8.0 

311.4 

288.7 

-.7 

23.4 

1990  IV 

4.539.2 

3,3442 

2,781.3 

5629 

3689 

43.8 

517 

-7  9 

325.1 

3184 

-5.6 

12.4 

1991  1 

4.563.9 

3,359.5 

2.7853 

574  2 

364  2 

37.0 

44.8 

-7  8 

327.2 

3160 

-.2 

114 

II . 

4.5923 

3,383.2 

2.800  5 

5826 

3803 

434 

51 1 

-7.7 

336.9 

3259 

-.2 

11.2 

Ill . 

4.612.7 

3,417.6 

2,823.9 

593.8 

373.8 

29.6 

372 

-7.6 

344  2 

3330 

.0 

113 

IV . 

4.663  9 

3.459  1 

2.854.3 

6047 

3864 

366 

44  1 

-7.5 

3498 

3382 

-.2 

118 

1992  1 

4.752.4 

3,514.2 

2,893,9 

620.3 

410.9 

490 

564 

-7  4 

361.9 

350.3 

-.7 

12.3 

II . 

4.8068 

3.564.9 

2,933.4 

631.5 

412.8 

43.7 

51.0 

-7  3 

369.1 

357  3 

-  9 

12.8 

Ill 

4.793.9 

3.614.7 

2,973.1 

641.7 

412.8 

38.8 

470 

-8.2 

374.0 

3618 

-.3 

125 

IV 

4.%4.9 

3,6710 

3.0188 

652.2 

4384 

46.0 

532 

-7  2 

3924 

3786 

0 

13.9 

1993  1 

5.031.1 

3.713.1 

3,053.9 

659.2 

4444 

496 

567 

-7  2 

394  8 

381  8 

13 

144 

II 

5.094.0 

3.761.1 

3,085  1 

676.0 

4388 

394 

465 

-7.2 

3994 

385  5 

-  8 

14  7 

III 

5.1385 

3,801  7 

3.1159 

6859 

4203 

158 

23.2 

-7,4 

4045 

3898 

-.1 

14.8 

IV 

5.2620 

3.8458 

3,1484 

6974 

4629 

444 

51.5 

-7.0 

4185 

403.7 

-.9 

15.7 

1994  1 

5.3087 

3,920  0 

3.2083 

7117 

4710 

47  2 

545 

-7.3 

4238 

4093 

-.6 

15  2 

11 . 

5.430.7 

3,9793 

3,2572 

7220 

4713 

39.3 

466 

-7  3 

4319 

417  5 

-1.1 

155 

Ill  . 

5.4949 

4,023  7 

3.2939 

729  7 

467  0 

298 

372 

-74 

437  1 

423  1 

-1.1 

15.2 

IV  " . 

. 

4.0974 

3,357  4 

7400 

483  3 

407 

479 

-  7  3 

442  7 

4294 

-18 

151 

'  National  income  is  the  total  net  income  earned  in  production  It  differs  from  gross  domestic  product  mainly  in  that  it  excludes 
depreciation  charges  and  other  allowances  for  business  and  insfitutional  consumption  of  durable  capital  goods  and  indirect  business 
taxes  See  Table  B-23. 

See  net  I  page  ta  contmutlm  of  teble 
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Table  B-25. — National  imome  by  type  oj  income.  — Continued 

IBillkxis  of  dollvs^  quarterly  data  at  seasonally  adjusted  annual  rates) 


Rental  income  ot 
with  capital  cons 
adjustmen 

persons 

Corporate  profits  with  inventory  valuation  and  capital  consumption  adjustments  | 

Net 

interest 

Profits  with  inventory  valuation  adjustment  and  without 
capital  consumption  adjustment 

Capital 

con¬ 

sumption 

adjust¬ 

ment 

Year  or  quarter 

Total 

Rental 

income 

of 

persons 

Capital 

con¬ 

sumption 

adjust¬ 

ment 

Total 

Profits  1 

Inven¬ 

tory 

valu¬ 

ation 

adjust¬ 

ment 

Total 

Profits 

before 

tax 

Profits  after  tax  | 

tax 

liability 

Total 

Divi¬ 

dends 

Undis¬ 

tributed 

profits 

1959 . 

147 

180 

-34 

52.3 

53.1 

534 

23.6 

297 

12.7 

17.0 

-0.3 

-0  8 

10.2 

1960 . 

15.3 

18.7 

-3.4 

507 

510 

51  1 

22.7 

28.4 

134 

15.0 

-.2 

-  3 

112 

1%1 

158 

192 

-3.3 

516 

513 

51.0 

228 

282 

14.0 

14.3 

.3 

3 

13.1 

1962 

165 

198 

-3.3 

596 

56.4 

56.4 

24.0 

324 

150 

17  4 

0 

3.2 

146 

1%3 

171 

203 

-3.2 

65.1 

612 

61.2 

26.2 

349 

161 

18.8 

1 

3.9 

16.1 

1964 . 

17.3 

205 

-3.2 

72.1 

67.5 

68.0 

28.0 

40.0 

18.0 

22.0 

-.5 

46 

18.2 

1365 

18.0 

21.3 

-3.3 

829 

776 

78.8 

309 

479 

202 

278 

-1.2 

53 

21.1 

1966 

185 

22.1 

-3  6 

886 

83.0 

85.1 

33.7 

51.4 

209 

30.5 

-2.1 

56| 

243 

1967 

19.4 

23.4 

-3.9 

86.0 

803 

818 

32.7 

49.2 

221 

271 

-1.6 

5.7 

281 

1968 

182 

22.8 

-4.6 

926 

86.9 

90.6 

39.4 

512 

24  6 

26.6 

-37 

5.6 

30.4 

1969 

18.0 

23.9 

-5.9 

89.6 

83.2 

89.0 

397 

494 

25.2 

24.1 

-5.9 

6.4 

336 

1970 

17.8 

24.2 

-6.4 

77.5 

71.8 

784 

34.4 

44.0 

23  7 

203 

-6.6 

5.6 

40.0 

1971 

18.2 

25.6 

-7.4 

90.3 

855 

90.1 

377 

524 

23  7 

28.6 

-4.6 

4.8 

45.4 

1972 

168 

261 

-9.3 

103.2 

979 

104.5 

41.9 

62.6 

25  8 

36.9 

-6.6 

53 

493 

1973 

17.3 

28.2 

-10.9 

1164 

110.9 

1309 

49.3 

81.6 

281 

53.5 

-200 

55 

56.5 

1974 . 

158 

29.3 

-13.5 

1045 

1034 

1428 

518 

91.0 

30.4 

60.6 

-39  5 

1.2 

71.8 

1975 . 

13.5 

29.5 

-15.9 

121.9 

129.4 

140.4 

50.9 

89.5 

301 

59.4 

-11.0 

-7.6 

80.0 

1976 . 

12.1 

29.9 

-17  8 

147.1 

158.8 

173.7 

64.2 

109.5 

356 

73.9 

-14.9 

-11.7 

851 

1977 . 

9.0 

30.0 

-21.0 

175.7 

186.7 

203.3 

73.0 

130.3 

407 

895 

-16.6 

-110 

100  7 

1978 

8.9 

344 

-25.5 

199.7 

212.8 

2379 

83.5 

1544 

459 

108.5 

-25.0 

-131 

120.5 

1979 

84 

39.1 

-308 

2025 

2198 

2614 

88.0 

1734 

524 

121.0 

-416 

-17  3 

149.9 

1980 

13.2 

49.0 

-35.8 

177.7 

1978 

240.9 

848 

156.1 

59  fl 

97  1 

-43.0 

-20.2 

191.2 

1981 

208 

61 1 

-40.2 

1820 

203  2 

228.9 

81.1 

1478 

69.2 

786 

-25.7 

-21.2 

233.4 

1982 

219 

644 

-424 

151.5 

166.4 

176.3 

63.1 

113.2 

70  0 

432 

-9  9 

-14  9 

2624 

1983 

22.1 

648 

-42.8 

212.7 

202.2 

2107 

77.2 

133.5 

81.2 

523 

-  8.5 

10.4 

270.0 

1984 

23.3 

66.5 

-43.2 

264.2 

236.4 

240.5 

940 

1464 

82.7 

63.8 

-41 

278 

307.9 

1985 . 

18.7 

634 

-446 

280.8 

225.3 

225.0 

%5 

128.5 

924 

36.1 

.2 

555 

3262 

1986 . 

8.7 

53.4 

-44  7 

271.6 

2276 

2178 

106.5 

111.3 

1098 

1.6 

9.7 

441 

350.2 

1987 . 

3.2 

500 

-46  8 

319.8 

2734 

2879 

127.1 

160.8 

106  2 

54.6 

-14.5 

464 

360  4 

1988 

43 

534 

-491 

3650 

320.3 

347  5 

137.0 

210.5 

115.3 

95.2 

-27.3 

44  7 

387  7 

1989 

-13.5 

44.2 

-57  7 

3628 

3254 

342  9 

1413 

201.6 

134.6 

67  1 

-17.5 

374 

4527 

1990 

-14.2 

42.7 

-  56.9 

380.6 

3547 

365.7 

1387 

227  1 

153.5 

736 

-11.0 

259 

4637 

1991 

-10  5 

47.4 

-58  0 

3903 

3709 

365  2 

131.1 

234  1 

160.0 

74  1 

5.8 

19  4 

447.4 

1992 

-5.5 

61.2 

-66.7 

4051 

389  4 

395  9 

1397 

2562 

171  1 

85.1 

6.4 

15.7 

420.0 

1993 

241 

863 

-62  2 

4858 

4562 

462.4 

173  2 

289.2 

191.7 

97.5 

-6.2 

295 

399  5 

1994  f 

27  7 

988 

71  2 

205.2 

18.7 

37.7 

1982  IV 

24.1 

665 

-423 

1503 

160.0 

1686 

587 

1099 

72.5 

375 

-8.6 

-9  6 

2568 

1983  IV 

22.2 

64.5 

-42.4 

229.1 

216.2 

223.8 

822 

141.6 

842 

57.4 

-7.6 

12.9 

281.8 

1984  IV 

243 

67.6 

-43  4 

2613 

2236 

220.1 

83.8 

136.3 

834 

52.9 

35 

37.7 

321.1 

1985  IV 

140 

60.0 

-460 

284  9 

228.0 

231.8 

976 

1342 

974 

36.9 

-38 

56.9 

3319 

1986  IV 

47 

502 

-45  5 

2646 

2250 

2357 

116.6 

1192 

1110 

8.2 

-10.7 

39.6 

3497 

1987  IV 

6.8 

54.2 

-47  4 

343.3 

2934 

3112 

135.2 

176.0 

1116  3 

69  7 

-17.8 

49.9 

3686 

1988  IV 

2.8 

526 

-497 

3783 

340  5 

372.2 

1462 

226.0 

1210 

105.0 

31.7 

379 

408  1 

1989  IV 

-21.6 

39.8 

-61.3 

3545 

3206 

3341 

1342 

200.0 

141.3 

587 

-13.5 

33.9 

4598 

1990  IV 

-11.1 

46.4 

-57  4 

362.8 

3493 

3689 

137.0 

2318 

153.7 

78.1 

-19.5 

135 

474  4 

1991  1 

-10.3 

464 

-56.7 

385  4 

3718 

3614 

1273 

234.1 

158.0 

76  1 

104 

13.7 

465.1 

II 

-10  7 

46.0 

-56.7 

3915 

3726 

360  5 

130.0 

230.5 

1594 

71.1 

12.1 

18.9 

4480 

III 

-13  0 

44.3 

-57.3 

3896 

3671 

365  7 

134.0 

2316 

1616 

70.0 

14 

22.5 

444  7 

IV 

-8.1 

53.0 

-61  1 

394.7 

3723 

373  1 

133.1 

240.0 

160  9 

791 

-.8 

224 

4318 

1992  1 

-6.4 

502 

-56.5 

4121 

393.0 

3970 

1396 

2574 

1610 

964 

-40 

19.0 

4216 

II 

-5  4 

514 

-568 

4126 

3969 

413.5 

146.0 

267.5 

1668 

100  8 

-16.6 

158 

4219 

III 

-15  5 

794 

-94  9 

363.2 

3523 

359.5 

1246 

234.9 

174  4 

605 

-73 

108 

418.7 

iV 

51 

638 

-58.7 

4325 

4156 

4135 

148.6 

264  8 

182.1 

82  7 

21 

169 

4180 

1993  1 

165 

803 

-63  8 

442  5 

4215 

432.7 

1598 

273.0 

1882 

847 

-11.2 

21  0 

4146 

II . 

23.4 

83.6 

60.3 

473.1 

4466 

456.6 

1718 

2848 

190  7 

94  1 

-lOO 

26.5 

3976 

Ill . 

26.3 

889 

-626 

493  5 

461  7 

4587 

1699 

288.9 

193.2 

95.6 

3.0 

31.7 

396  7 

IV . 

30.3 

924 

-62  1 

5339 

495.1 

501  7 

191.5 

3102 

1946 

115.6 

6  5 

388 

389.1 

1994  1 . 

15.3 

101.7 

86.4 

5082 

471  2 

483.5 

184  1 

2994 

196.3 

1030 

-12  3 

370 

3942 

)l . 

34.1 

98.6 

-645 

546.4 

509  0 

523.1 

201.7 

3214 

2025 

118.9 

14.1 

374 

399  7 

Ill . 

326 

98.8 

662 

556.0 

518.5 

538.1 

2086 

329.5 

207.9 

1216 

-19  6 

375 

415.7 

28  7 

962 

67  5 

213.9 

-28.E 

386 

1  I 

-  Consists  mainly  of  employer  contributions  lot  social  insurance  and  to  private  pension,  health,  and  welfare  funds 
With  inventory  valuation  adjustment 


Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis 
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Table  B-26. — Sonnes  of  personal  income.  l9f9-94 — Continued 
IBiHions  o(  (Mtars:  quattefly  data  at  seasonally  adjusted  annual  ratesi 


Personal  Personal 
dividend  interest 


Transfer  payments  to  persons 

Govern-  Govern-  Aid  to 

ment  ment  families 

^  ’•  unem-  employ-  with 

nlAaaa«tAn»  *«C»anS  ^ 


Less; 

personal 

•'“’s'or 


iSi-  "“0™*  f"**'  health  benriits  social 

iM..w  insof-  retKe*  eni 

ance  ment  children  insurance 

P«'e'''s  I*™) 


Note  — The  industiy  classification  of  wage  and  salary  disbursements  and  proprietors’  income  is  on  an  establishment  basis  and  is 
based  on  the  1987  Standard  Industiiat  Classification  (SIC)  beginning  1987  and  on  the  1972  SIC  for  earlier  years  shown. 

Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis. 
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Table  B-27. — Disposition  oj personal  imome.  l9yj-94 


(Billions  of  dollars,  except  as  noted;  quarterly  data  at  seasonally  adjusted  annual  rates| 


Year  or  quarter 

Equals 

Dispos¬ 

able 

personal 

income 

less:  Personal  outlays 

Equals: 

Personal 

saving 

\  Percent  of  disposable 
personal  income  ' 

Total 

Personal 

con¬ 

sumption 

expendi¬ 

tures 

Interest 
paid  by 
persons 

Per¬ 
sonal 
transfer 
pay¬ 
ments 
to  rest 
of  the 
world 
(net) 

Personal 

income 

Less: 
Personal 
tax  and 
nontax 
payments 

1  Personal  outlays 

Personal 

saving 

Total 

Personal 

consump¬ 

tion 

expend¬ 

itures 

1959 . 

391.2 

44.5 

3467 

324.7 

318.1 

6.1 

04 

22.0 

937 

91.8 

63 

1960 . 

409.2 

48.7 

360.5 

3399 

332.4 

7.0 

5 

20.6 

943 

92.2 

5.7 

1961 . 

426.5 

503 

376.2 

3513 

343.5 

7.3 

.5 

24.9 

93.4 

91.3 

6.6 

1962 

453.4 

54.8 

398.7 

372.8 

364.4 

78 

5 

25.9 

935 

91.4 

6.5 

1%3 

476.4 

58.0 

4184 

393.7 

384  2 

89 

.6 

24.6 

94.1 

918 

5.9 

1964 

510.7 

56.0 

454.7 

423.1 

412.5 

10.0 

.7 

316 

93.1 

907 

69 

1%5 

5529 

61.9 

4910 

456.4 

444.6 

11.1 

8 

34.6 

93.0 

90.5 

7.0 

19^ 

601.7 

71.0 

530.7 

4944 

481.6 

12.0 

.8 

36.3 

93.2 

907 

68 

1967 

6465 

77.9 

5686 

522.8 

509.3 

12.5 

1.0 

458 

919 

89.6 

8.1 

1968 

709.9 

921 

617.8 

573.9 

559.1 

13.8 

1.0 

43.9 

92.9 

90.5 

7.1 

1%9 

773.7 

109.9 

663.8 

6205 

603.7 

15.7 

1.1 

43.3 

935 

90.9 

6.5 

1970 

831.0 

109.0 

722.0 

664  5 

646  5 

168 

1.2 

57.5 

92.0 

89.5 

8.0 

1971 

893.5 

108.7 

7849 

719.4 

700.3 

17.8 

13 

65.4 

91.7 

89.2 

8.3 

1972 

980.5 

132.0 

848  5 

7887 

767.8 

19.6 

1.3 

597 

93.0 

905 

7.0 

1973 

1,098.7 

140.6 

958  1 

872.0 

848  1 

22.4 

14 

86.1 

91.0 

88.5 

90 

1974 

1,205.7 

159.1 

1,046.5 

953.1 

927.7 

24.2 

1.2 

93.4 

91.1 

88.6 

8.9 

1975 

1,307.3 

156.4 

1,150.9 

1,050.6 

1,024.9 

24.5 

1.2 

100.3 

913 

891 

8.7 

1976 

1,446.3 

182.3 

1,264.0 

1,170.9 

1,143.1 

26.7 

1.2 

93.0 

92.6 

90.4 

7.4 

1977 

1,601.3 

210.0 

1,391.3 

1,3034 

1,271.5 

30.7 

1.2 

879 

93.7 

91.4 

6.3 

1978 

1,807.9 

240.1 

1,567.8 

1,460.0 

1,421.2 

37.5 

1.3 

1078 

93.1 

90.7 

69 

1979 

2,033.1 

280.2 

1,753.0 

1,629.6 

1,583.7 

44.5 

1.4 

123.3 

93.0 

90.3 

7.0 

1980 

2,265.4 

312.4 

1,952.9 

1,799.1 

1,748.1 

494 

1.6 

153.8 

92.1 

89.5 

79 

1981 

2,534.7 

360.2 

2,174.5 

1,982  6 

1,926.2 

54.6 

1.8 

1918 

912 

88.6 

8.8 

1982 

2,690.9 

3714 

2,319.6 

2,120.1 

2,059.2 

588 

21 

199.5 

91.4 

88.8 

86 

1983 

2,8625 

3688 

2,493.7 

2,325.1 

2,257.5 

65.7 

1.8 

168.7 

93.2 

90.5 

6.8 

1984 

3,154.6 

395  1 

2,759.5 

2,537.5 

2,460.3 

75.0 

2.3 

222.0 

920 

89.2 

8.0 

1985 

3,379.8 

436.8 

2,943.0 

2,753.7 

2,6674 

836 

2.7 

189.3 

936 

90.6 

6.4 

1986 

3,590.4 

459.0 

3,131.5 

2,944.0 

2,850.6 

909 

2.5 

1875 

94.0 

91.0 

6.0 

1987 

3,802.0 

512.5 

3,289.5 

3,1475 

3,052.2 

92.3 

3.0 

142.0 

95.7 

92.8 

43 

1988 

4,075.9 

527.7 

3,548.2 

3,3925 

3,296.1 

93  7 

2.7 

155.7 

956 

92.9 

44 

1989 

4,380.3 

593.3 

3,787.0 

3,634.9 

3,523.1 

103.0 

8.9 

152.1 

960 

93.0 

4.0 

1990 

4,673.8 

623.3 

4,050.5 

3,880.6 

3,761.2 

109.3 

10.1 

170.0 

95.8 

92.9 

4.2 

1991 

4,860.3 

623.7 

4,236.6 

4,025.0 

3,902.4 

112.2 

10.4 

211.6 

95.0 

92.1 

5.0 

1992 

5,154.3 

6486 

4,505.8 

4,257.8 

4,1369 

1114 

9.5 

247.9 

94.5 

91.8 

55 

1993 

5.375.1 

686.4 

4,6887 

4,496.2 

4,378.2 

1082 

9.9 

192.6 

95.9 

93.4 

4  1 

1994  " 

5,701.8 

742.5 

4,959.3 

4,755.1 

4,627.0 

117.7 

10.5 

204.2 

95.9 

93.3 

4  1 

1982  IV 

2,746.8 

372.1 

2,374.7 

2,190.9 

2,1287 

60.2 

1.9 

1838 

92.3 

89.6 

77 

1983  IV 

2,%5.8 

371.6 

2,594.3 

2,417.9 

2,346.8 

69.2 

2.0 

176.3 

93.2 

90.5 

68 

1984  IV 

3,242.5 

413.4 

2,829.1 

2,606.5 

2,526.4 

77.6 

2.5 

222.6 

921 

89.3 

7.9 

1985  IV 

3,456.7 

448.8 

3,007.9 

2,828.7 

2,739.8 

86.4 

2.5 

179.2 

94.0 

91.1 

6.0 

1986  IV 

3,647.8 

478.5 

3,169.3 

3,018.2 

2,923.1 

92  3 

2.8 

151.1 

95.2 

92.2 

4.8 

1987  IV 

3,918.5 

528.6 

3,389.9 

3,220.1 

3,124.6 

924 

3.1 

169.8 

95.0 

92.2 

5.0 

1988  IV 

4,195.2 

542.0 

3,653.2 

3,496.7 

3,398.2 

958 

2.7 

156.4 

95  7 

93.0 

4.3 

1989  IV 

4.4694 

605.1 

3,864.3 

3,715.5 

3,599.1 

106.7 

9.8 

1488 

962 

93.1 

3.9 

1990  IV 

4,759.1 

625.2 

4,133.9 

3,957.7 

3,836.6 

110.9 

102 

176.2 

95.7 

92.8 

4.3 

1991  1 

4,797.2 

620.5 

4,176.7 

3,9639 

3,841.4 

112.2 

10.3 

212.8 

94.9 

920 

51 

II 

4,840.5 

620.2 

4,220.4 

4,008.5 

3,885.7 

112.5 

10.3 

211.9 

95.0 

92.1 

5.0 

III 

4,869.1 

622.8 

4,246.3 

4,049.4 

3,927.0 

112.2 

10.2 

196.9 

954 

92.5 

46 

IV . 

4,934.2 

631.2 

4,303.0 

4,078.4 

3,955.7 

112.1 

10.6 

224.6 

94.8 

91.9 

5.2 

1992  1 

5,032.4 

631.3 

4,401.1 

4,166.4 

4,044.4 

112.6 

9.4 

234.7 

94.7 

919 

5.3 

II . 

5,101.9 

638.7 

4,463.2 

4,219.4 

4,0978 

112.0 

9.7 

2438 

945 

91.8 

5.5 

Ill . 

5,148.1 

648.1 

4,500.0 

4,274.2 

4,154.0 

111.0 

9.2 

225.8 

95.0 

92.3 

50 

IV . 

5,335.0 

676.2 

4,658.8 

4,371.4 

4,251.3 

110.2 

9.9 

2874 

93.8 

91.3 

6.2 

1993  1 

5,255.5 

657.3 

4,598.2 

4,413.7 

4,294.6 

109.3 

9.8 

184.6 

96.0 

93.4 

4.0 

II . 

5,364.5 

6859 

4,678.6 

4,464.6 

4,347.3 

107.5 

9.8 

214.0 

954 

92.9 

4.6 

Ill 

5,395.9 

6954 

4,700.5 

4,518.2 

4,401.2 

107.2 

9.9 

1823 

%.l 

93.6 

3.9 

IV . 

5,484.6 

707.0 

4,777.6 

4,588.2 

4,469.6 

1087 

98 

1894 

96.0 

936 

4.0 

1994  1 

5,555.8 

723.0 

4,832.8 

4,657.3 

4,535.0 

111.7 

10.5 

175.5 

96.4 

938 

3.6 

II . 

5,659  9 

746.4 

4,913.5 

4,712.4 

4,586.4 

115.5 

10.5 

201  1 

95.9 

933 

4.1 

Ill . 

5,734.5 

744.1 

4,990.3 

4,787.0 

4,657.5 

119.3 

10.3 

203.3 

959 

93.3 

4  1 

IV  ", . 

5,857.1 

756.5 

5,100.7 

4,8638 

4,728.9 

124.2 

10.7 

236.9 

954 

92.7 

4.6 

'  Percents  based  on  data  in  mdlions  of  dollars. 


Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis. 
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Table  B-28. — Total  and  per  capita  disposable  personal  income  and  persona!  consumption  expenditures  in 
current  and  1987  dollars.  l9i9-94 


IQuartefly  data  at  seasonally  adjusted  annual  rates,  except  as  noted) 


Year  or  quarter 

Disposable  personal  income 

Personal  consumption  expenditures 

Popula¬ 
tion 
(thou¬ 
sands)  ■ 

Total  (billions  of 
dollars) 

Per  capita 
(dollars) 

Total  (billions  of 
dollars) 

Per  capita 
(dollars) 

Current 

dollars 

1987 

dollars 

Current 

dollars 

1987 

dollars 

Current 

dollars 

1987 

dollars 

Current 

dollars 

1987 

dollars 

1959 . 

— 

346.7 

1.284.9 

1,958 

7,256 

318.1 

1,178.9 

1,7% 

6,658 

177,073 

1960 . 

360.5 

1,313.0 

1,994 

7,264 

332.4 

1,210.8 

1,839 

6,698 

180,760 

1%1 

376.2 

1,356.4 

2,048 

7,382 

343.5 

1,238.4 

1,869 

6,740 

183,742 

196? 

398.7 

1.414.8 

2,137 

7,583 

364.4 

1,293.3 

1,953 

6,931 

186,590 

1963 

418.4 

1,461.1 

2,210 

7,718 

384.2 

1,341.9 

2,030 

7,089 

189,300 

1964 

454.7 

1,5622 

2,369 

8,140 

412.5 

1,417.2 

2,149 

7,384 

191,927 

1965 

491.0 

1,653.5 

2,527 

8,508 

444.6 

1,497.0 

2,287 

7,703 

194,347 

1966 

530.7 

1,7343 

2,699 

8,822 

481.6 

1,573.8 

2,450 

8,005 

1%,599 

1967 

568.6 

1,811.4 

2,861 

9,114 

509.3 

1,622.4 

2,562 

8,163 

198,752 

1968 

617.8 

1,886.8 

3,077 

9,399 

559.1 

1,707.5 

2,785 

8,506 

200,745 

1969 

663.8 

1,947.4 

3,274 

9,606 

603.7 

1,771.2 

2,978 

8,737 

202,736 

1970 

722.0 

2,025.3 

3,521 

9,875 

646.5 

1,813.5 

3,152 

8,842 

205,089 

1971 

784.9 

2,099.9 

3,779 

10,111 

700.3 

1,873.7 

3,372 

9,022 

207,692 

197? 

848.5 

2,186.2 

4,042 

10,414 

767.8 

1,978.4 

3,658 

9,425 

209,924 

1973 

958.1 

2,334.1 

4,521 

11,013 

848.1 

2,0667 

4,002 

9,752 

211,939 

1974 

1,046.5 

2,317.0 

4,893 

10,832 

927.7 

2,053.8 

4,337 

9,602 

213,898 

1975 

1,150.9 

2,355.4 

5,329 

10,906 

1,024.9 

2,097.5 

4,745 

9,711 

215,981 

1976 

1,264.0 

2,440.9 

5,796 

11,192 

1,1431 

2,207.3 

5,241 

10,121 

218,086 

1977 

1,391.3 

2,512.6 

6,316 

11,406 

1,271.5 

2,296.6 

5,772 

10,425 

220,289 

1978 

1,567.8 

2,638.4 

7,042 

11,851 

1,421.2 

2,391.8 

6,384 

10,744 

222,629 

1979 

1,753.0 

2,710.1 

7,787 

12,039 

1,583.7 

2,448.4 

7,035 

10,876 

225,106 

1980 

1,952.9 

2,733.6 

8,576 

12,005 

1,748  1 

2,447.1 

7,677 

10,746 

227,715 

1981 

2,174.5 

2,795.8 

9,455 

12,156 

1,926.2 

2,476.9 

8,375 

10,770 

229,989 

198? 

2,319.6 

2,820.4 

9,989 

12,146 

2,059.2 

2,503.7 

8,868 

10,782 

232,201 

1983 

2,493.7 

2,893.6 

10,642 

12,349 

2,257.5 

2,619.4 

9,634 

11,179 

234,326 

1984 

2,759.5 

3,080.1 

11,673 

13,029 

2,460.3 

2,746.1 

10,408 

11,617 

236,393 

1985 

2,943.0 

3,162.1 

12,339 

13,258 

2,667.4 

2,865.8 

11,184 

12,015 

238,510 

1986 

3,131.5 

3,2619 

13,010 

13,552 

2,850.6 

2,%9.1 

11,843 

12,336 

240,691 

1987 

3,289.5 

3,289.5 

13,545 

13,545 

3,052.2 

3,0522 

12,568 

12,568 

242,860 

1988 

3,548.2 

3,404.3 

14,477 

13,890 

3,296.1 

3,162.4 

13.448 

12,903 

245,093 

1989 

3,787.0 

3,464.9 

15,307 

14,005 

3,523.1 

3,223.3 

14,241 

13,029 

247,397 

1990 

4,050.5 

3.524.5 

16,205 

14,101 

3,761.2 

3,272  6 

15,048 

13,093 

249,951 

1991 

4,236.6 

3,538.5 

16,766 

14,003 

3,902.4 

3,259.4 

15,444 

12,899 

252,688 

199? 

4,505.8 

3,648.1 

17,636 

14,279 

4,136.9 

3,349.5 

16,192 

13,110 

255,484 

1993 

4,688.7 

3,704.1 

18,153 

14,341 

4,378.2 

3,458.7 

16,951 

13,391 

258,290 

1994  <• 

4,959.3 

3,835.4 

19,002 

14,696 

4,627.0 

3,578.5 

17,728 

13,711 

260,991 

198?  IV 

2,374.7 

2,832.6 

10,189 

12,154 

2.128.7 

2,539.3 

9,134 

10,895 

233,060 

1983  IV 

2,594.3 

2,960.6 

11,033 

12,591 

2,346.8 

2,678.2 

9,980 

11,390 

235,146 

1984  IV 

2,829.1 

3,118.5 

11,925 

13,145 

2,526.4 

2,784.8 

10,649 

11,739 

237,231 

1985  IV 

3,007.9 

3,178.7 

12,565 

13,278 

2,739.8 

2,895  3 

11,445 

12,095 

239,387 

1986  IV 

3,169.3 

3,266.2 

13,121 

13,522 

2,923.1 

3,012.5 

12,101 

12,472 

241,550 

1987  IV 

3,3899 

3,335.8 

13,907 

13,685 

3,124.6 

3,074.7 

12,819 

12,615 

243,745 

1988  IV 

3,653.2 

3,443.1 

14,850 

13,996 

3,3982 

3,2029 

13,814 

13,020 

246,004 

1989  IV 

3,864  3 

3,4809 

15,558 

14,015 

3,599.1 

3,242.0 

K,491 

13,053 

248,372 

1990  IV 

4,133.9 

3,519.0 

16,467 

14,018 

3,836.6 

3.265.9 

15.283 

13,010 

251,035 

1991  1 

4,176.7 

3,526.0 

16,597 

14,011 

3,841.4 

3,242.9 

15,264 

12,886 

251,658 

If 

4.220.4 

3.540.2 

16,728 

14,032 

3,885.7 

3,259.5 

15,401 

12,919 

252,300 

III 

4246.3 

3,535.6 

16,781 

13,973 

3,927.0 

3,2698 

15,520 

12,922 

253,036 

IV 

4.303.0 

3,552.1 

16,957 

13,998 

3,955.7 

3,265.3 

15,588 

12,868 

253,758 

199?  1 

4,401.1 

3,603.5 

17.302 

14,166 

4,044.4 

3,311.4 

15,900 

13,018 

254,369 

II 

4,463.2 

3,621.9 

17,498 

14,199 

4,097.8 

3,3254 

16,065 

13,037 

255,076 

III 

4,500.0 

3,637.2 

17,587 

14,215 

4,154.0 

3,357.6 

16,235 

13,122 

255,865 

IV 

4,658.8 

3,729.6 

18,154 

14,533 

4,251.3 

3,403.4 

16,566 

13,262 

256.626 

1993  1 

4,598.2 

3,6589 

17,874 

14,222 

4,294.6 

3,417.2 

16,693 

13,283 

257,262 

If 

4,678.6 

3,701.3 

18,141 

14,351 

4,347.3 

3.439.2 

16,856 

13,335 

257.908 

III 

4,700.5 

3,708.4 

18,174 

14,338 

4,401.2 

3,472.2 

17,017 

13,425 

258,635 

IV 

4,777.6 

3,7478 

18,421 

14,451 

4,469.6 

3,506.2 

17,233 

13,519 

259,356 

1994  1 

4,832.8 

3,7792 

18,588 

14,535 

4.535.0 

3,546.3 

17,443 

13.640 

259,997 

II 

4,913.5 

3,811.5 

18,853 

14,625 

4,586.4 

3,557.8 

17,598 

13,651 

260,627 

III . 

4,990.3 

3.840.9 

19,095 

14,697 

4,657.5 

3,584.7 

17,821 

13,717 

261,340 

IV  ' . 

5,100.7 

3,910.1 

19,468 

14,924 

4,728.9 

3,6251 

18,049 

13,836 

262,000 

■  Population  of  the  United  States  including  Armed  Forces  overseas^  includes  Alaska  and  Hawaii  beginning  1960.  Annual  data  are 
averages  ot  quarterly  data.  Quarterty  data  are  averages  lor  the  period. 

Source:  Department  of  Commerce  (Bureau  of  Economic  Analysis  and  Bureau  of  the  Census). 
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Table  B-29. — Gms  stin'iig  timl  iurestmetn.  7959-94 
{Billions  of  dollars:  quarterly  data  at  seasonally  adjusted  annual  rates) 


Year  or 
quarter 

Gross  saving 

Gross  investment 

Statis¬ 

tical 

discrep¬ 

ancy 

Total 

Gross  private  saving 

Government  surplus  or  deficit 
( - ),  national  income  and 
product  accounts 

Capital 
grants 
received 
by  the 
United 
States 
(net)' 

Total 

Gross 

private 

domes¬ 

tic 

invest¬ 

ment 

Net 

foreign 
invest¬ 
ment  ■’ 

Total 

Per¬ 

sonal 

sav¬ 

ing 

Gross 

busi¬ 

ness 

sav¬ 

ing' 

Total 

Federal 

State 

and 

local 

1959 . 

79.4 

82.5 

22.0 

60.5 

3.1 

26 

-0  5 

776 

78.8 

-1.2 

-1.8 

I960 . . 

85.1 

81.5 

20.6 

60  9 

3.6 

35 

.0 

82.0 

78.7 

3.2 

-31 

1961 

84.4 

87.4 

24.9 

62.5 

-3.0 

-2.6 

-.4 

822 

77.9 

4.3 

-2.2 

1962 

928 

95.8 

25.9 

69.9 

-2.9 

3.4 

.5 

91.8 

87.9 

3.9 

-1.0 

1963 

100.4 

98.8 

24.6 

74.1 

16 

1.1 

.4 

98.4 

93.4 

5.0 

-2  0 

1964 

110.0 

111.5 

31.6 

80.0 

-1.6 

-2.6 

1.0 

109.3 

101.7 

7.5 

-.7 

1965 

125.0 

123.7 

34.6 

89.2 

1.2 

1.3 

.0 

124.2 

118.0 

6.2 

-.7 

1966 

131  5 

132  5 

36  3 

%  1 

1  0 

1.4 

.5 

1343 

130.4 

3.9 

2.8 

1967 

130.8 

144  5 

45  8 

98  7 

13  7 

12.7 

1.1 

131.6 

1280 

3.5 

.8 

1%8 

141  7 

146  4 

43  8 

102  5 

46 

4.7 

.1 

141.7 

139.9 

1.7 

-.1 

1%9 

159.5 

149.5 

43.3 

106.2 

10.0 

8.5 

15 

157.0 

155.2 

1.8 

-2.6 

1970 

155.2 

165.8 

57.5 

108.2 

-11.5 

-13.3 

18 

0.9 

155.2 

150.3 

4.9 

0 

1971 

173.7 

192.2 

65.4 

126.8 

-19.2 

-21.7 

2.5 

7 

176.8 

175.5 

1.3 

3.1 

1972 

201.7 

2049 

59.7 

1451 

-3.9 

-17  3 

134 

7 

202.7 

205.6 

-2.9 

1  1 

1973 

252.3 

245.4 

86.1 

159.3 

6.9 

-  6.6 

13.4 

0 

251.8 

243.1 

8.7 

-.5 

1974 

249.5 

256.0 

93.4 

162.6 

-4.5 

-11.6 

7  1 

'-2.0 

250.9 

245.8 

5.1 

1.4 

1975 

241.4 

3063 

100.3 

206.0 

-64.8 

-69  4 

46 

0 

2474 

226.0 

214 

6.0 

1976 

284.8 

323.1 

93.0 

230.0 

-38.3 

-52.9 

14.6 

0 

295.2 

286  4 

8.8 

10.4 

1977 

338.2 

355.0 

879 

267.1 

-16.8 

42  4 

25.6 

0 

349  1 

3583 

-9.2 

10.9 

1978 

415.7 

412.8 

107.8 

305.0 

2.9 

-28.1 

31.1 

0 

4233 

434.0 

-10.7 

7.6 

1979 

468.5 

457.9 

123.3 

334.5 

9.4 

-15.7 

25.1 

11 

482.2 

480.2 

2.0 

13.8 

1980 

465.4 

499.6 

153.8 

345  7 

-35.3 

-60.1 

248 

12 

479.1 

4676 

11.5 

13.6 

1981 

556.6 

585.9 

191.8 

394.1 

-30.3 

-58  8 

285 

1.1 

567  5 

5580 

9.5 

10.9 

1982 

508.4 

616.9 

199.5 

417.5 

- 108.6 

-135.5 

26.9 

0 

500.9 

5034 

-2.5 

-7  4 

1983 

501.6 

641.3 

168.7 

472.7 

-139  8 

-180.1 

403 

0 

511.7 

546  7 

-35.0 

10.2 

1984 

633.9 

742.7 

222.0 

5207 

-108  8 

-166  9 

581 

0 

624.9 

7189 

-94  0 

-9.0 

1985 

610.4 

7357 

189.3 

5464 

-125  3 

-1814 

561 

0 

596.5 

7145 

-1181 

-13.9 

1986 

574.6 

7214 

187.5 

533.9 

- 146.8 

-201.0 

54.3 

0 

575.9 

7176 

-141.7 

1.2 

1987 

619.0 

730.7 

1420 

588.7 

-1117 

-151.8 

40  1 

0 

594.2 

7493 

- 155.1 

-24.8 

1988 

704.0 

802.3 

155.7 

6466 

-98.3 

- 136.6 

384 

0 

675.6 

793.6 

-118.0 

-284 

1989 

741.8 

819.4 

152.1 

667.3 

-77.5 

- 122.3 

448 

0 

7429 

832.3 

-89.3 

1.1 

1990 

722.7 

861.1 

170.0 

691.2 

-138.4 

- 163.5 

251 

0 

730.4 

8089 

-78.5 

78 

1991 

751.4 

937.3 

211.6 

725.7 

- 185.9 

-202.9 

17.0 

0 

752.9 

744.8 

8.1 

1.5 

1992 

722.9 

980.8 

247.9 

7328 

-257  8 

-282  7 

24  8 

0 

731.7 

788.3 

-56.6 

88 

1993 

787  5 

1,002.5 

192.6 

809  9 

-215.0 

-2414 

263 

0 

7898 

882  0 

-92  3 

23 

1994  •• 

204  2 

0 

1,037.5 

1982: IV 

458.5 

615.4 

183.8 

431.6 

-156.9 

- 183.4 

26.5 

0 

4484 

4642 

-15.8 

-10.1 

1983:  IV 

542.4 

678.7 

176.3 

502.4 

- 136.3 

- 184.6 

483 

0 

556.3 

614.8 

-58  5 

13.8 

1984: IV 

6370 

764.7 

222.6 

542  1 

-127.8 

- 186  8 

590 

0 

6165 

722.8 

-106.3 

-20.5 

1985: IV 

6038 

734.7 

179.2 

555.5 

- 130.9 

-187.2 

56.3 

0 

597  8 

737.0 

-139.1 

-5.9 

1986:  IV 

550.1 

676.3 

151.1 

525.3 

- 126.2 

- 177.5 

51.2 

0 

5481 

697.1 

- 149  0 

-2.0 

1987  IV 

667.9 

783.7 

1698 

613.9 

-115.8 

- 152.7 

37.0 

0 

643.0 

800.2 

-157.1 

-24  9 

1988.  IV 

720.1 

814.8 

156.4 

658.3 

-94.7 

-134  9 

40.2 

0 

694.7 

814.8 

-  120.1 

-25.4 

1989:  IV 

7284 

8286 

148.8 

6/98 

-100.2 

-1415 

41.3 

0 

7413 

8252 

-84.0 

128 

1990:  IV 

6838 

863  1 

176.2 

686  9 

- 179.3 

-191.0 

11.7 

0 

688.7 

756.4 

-67.7 

4.9 

1991:  1 

7988 

933.2 

212.8 

720.3 

- 134  4 

- 144  4 

10.0 

0 

7885 

732.8 

55.8 

-10.3 

II 

744.5 

937.3 

211.9 

7254 

-192  8 

-207.6 

14.9 

0 

750.7 

733  1 

176 

6.2 

III 

722.1 

917.9 

1%9 

721.0 

-195.8 

-213  6 

17.8 

0 

734.3 

756.5 

-22  2 

122 

IV 

740.1 

9607 

224.6 

736.1 

-  220.7 

-245  8 

25.1 

0 

738  0 

7568 

-18.8 

-2.1 

1992:1 

719.1 

979  1 

2347 

744  4 

-260.0 

-279.9 

199 

0 

721.1 

747.7 

-26.6 

20 

II 

7223 

981.2 

2438 

737.4 

-258.9 

-  284  8 

25.9 

0 

7338 

787.9 

-54.1 

11.5 

III 

7319 

1,005.3 

225.8 

779.5 

-273  5 

-293  9 

20  4 

0 

735.6 

7955 

-59.9 

3.7 

IV 

7185 

957.5 

2874 

670.1 

-239  1 

-  272  1 

33.1 

0 

736  5 

822.0 

-85  6 

18.0 

1993:  1 

760.1 

1,022.0 

184.6 

8374 

-2619 

-283.5 

21.6 

0 

785.5 

8538 

-68.3 

25.5 

II 

775.0 

9866 

214.0 

772.7 

-211.6 

-237  0 

253 

0 

7808 

8697 

-88  9 

5.7 

III 

7889 

9899 

1823 

807  7 

,-201.0 

-224.9 

23.9 

0 

783  4 

882  2 

-98.8 

-5.5 

IV . 

825.8 

1,011.4 

189.4 

8219 

- 185  6 

-220.1 

34.5 

0 

809.3 

9225 

-113  2 

-16.5 

1994  1 . 

8862 

1,037  3 

175.5 

8618 

-151.1 

-  1762 

25.2 

0 

8502 

%6.6 

-116.4 

-36.1 

II 

923.3 

1,0414 

201.1 

8403 

-1181 

-  145.1 

27.0 

0 

899  3 

1,0344 

-1351 

-24  0 

III . 

9226 

1,052.7 

2033 

8494 

- 130  1 

- 154  0 

239 

0 

9015 

1,055.1 

153  6 

-21.1 

IV  "... 

236  9 

0 

1.093  9 

_ ... 

IZ1_ 

■  Undistributed  corporate  profits  with  inventory  valuation  and  capital  consumption  adjustments,  corporate  and  noncorporate 
consumption  of  fined  capital,  and  private  wage  accruals  less  disbursements 
V  Consists  mainly  of  allocations  of  special  drawing  rights  (SDRs) 

Net  enports  of  goods  and  services  plus  net  receipts  of  factor  income  from  rest  of  the  world  less  net  transfers  plus  net  capital 
grants  received  by  the  United  States  See  also  Table  B-21. 

*  Consists  of  a  U  S.  payment  to  India  under  the  Agricultural  Trade  Development  and  Assistance  Act  This  payment  is  included  in 
capital  grams  received  by  the  United  States,  net 
Source:  Department  of  Commerce.  Bureau  of  Economic  Analysis. 
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Table  B-30. — Personal  saring.  Jhu-  oj  funds  aaoimts.  I<J4(>-‘J4  * 
(Billions  of  dollars^  quartetly  data  at  seasonally  adjusted  annual  rates | 


Increase  in 
financial  assets 

Net  investment  in 
tangible  assets  * 

Less:  Net  increase  in 
debt 

Year  or 
quarter 

Per 

sonal 

saving 

Total 

Check¬ 
able 
depos¬ 
its  and 
curren- 
141 

Time 

and 

savings 

depos¬ 

its 

Securities 

Other 

finan¬ 

cial 

as¬ 

sets" 

Osner- 

occu¬ 

pied 

homes 

Con¬ 

sumer 

dura¬ 

bles 

Non¬ 

cor¬ 

porate 

bust 

ness 

as¬ 

sets" 

Mort- 

on 

non- 

farm 

homes 

Con¬ 

sumer 

credit 

Other 
debt"  • 

Money 

market 

fund 

shares 

Govern¬ 

ment 

securi¬ 

ties* 

Corpo¬ 

rate 

equi¬ 

ties’ 

Other 

securi¬ 

ties’ 

ance 

and 

pension 

re¬ 

sents' 

1946 . 

17  1 

194 

5.6 

63 

1  5 

12 

08 

1947 . 

189 

123 

.0 

35 

12 

8 

54 

1948 . 

249 

8.7 

3.0 

23 

1  0 

10 

2 

53 

2J) 

1949 . 

20.7 

8.6 

2.0 

76 

5 

8 

3 

56 

22 

1950 . 

32.4 

14  7 

2.7 

24 

9 

7 

9 

6J 

27 

1951 . 

35.0 

192 

46 

48 

7 

19 

7 

6J 

1952 . 

38.2 

30.1 

1  6 

74 

74 

1  5 

1 

15 

IS 

1953 . 

35.9 

24.6 

9 

82 

37 

1 1 

3 

80 

1954 . 

266 

20.8 

22 

9  1 

1 

8 

1  4 

io 

1955 . 

34  1 

28.2 

1.3 

8.5 

64 

1  2 

4 

87 

1  7 

17  1 

12  7 

22 

12? 

70 

68 

1956 . 

38.2 

321 

19 

93 

45 

2  1 

L2 

1957 . 

379 

29.8 

-.3 

11.8 

3.7 

16 

1  4 

97 

19 

136 

79 

1  8 

8S 

2.6 

39 

1958 . 

365 

326 

3.S 

13.8 

2.7 

19 

9 

10  7 

43 

12  3 

37 

42 

95 

3 

66 

1959 . 

342 

34.7 

10 

10  5 

82 

7 

78 

1960 . 

373 

342 

1.0 

12.0 

2.0 

3 

34 

11  9 

3  7 

172 

72 

22 

11  0 

40 

84 

1961 . 

358 

361 

.8 

18.1 

.8 

1 1 

0 

12  5 

A  A 

16  3 

23 

12? 

22 

97 

1962 . 

42.4 

40.6 

l.l 

25.8 

1.0 

1  4 

2 

135 

25 

18? 

16 

43 

1.3  8 

5.9 

96 

1%3 . 

47.5 

46.0 

4.4 

25.9 

1.1 

1 1 

1  2 

14  5 

2  1 

20^ 

11  9 

16? 

8J 

11  0 

1964 . 

61.9 

57.2 

S? 

37 

0 

1  2 

17  1 

1%5 . 

69.3 

57.4 

68 

27  5 

38 

1  5 

1 

178 

1966 . 

879 

64.3 

2.7 

18  8 

136 

0 

49 

20? 

1967 . 

84.9 

72.7 

10.6 

34.9 

26 

30 

64 

19  6 

68 

185 

73 

13  1 

5J 

16  7 

1968 . 

83.9 

69.2 

9.7 

M.3 

1  2 

60 

72 

21 1 

57 

19  8 

219 

102 

16  7 

108 

14  7 

1%9 . 

85.7 

718 

17 

9.7 

288 

109 

10  7 

233 

11  3 

199 

262 

11  7 

17  4 

19 

166 

1970 . 

95.1 

80.5 

78 

42.5 

7.2 

22 

58 

25  8 

79 

17  7 

19  6 

10  1 

130 

46 

15  3 

1971 . 

103.2 

108.3 

13.S 

6SS 

12.5 

11  0 

33 

303 

190 

27  8 

25  4 

15  1 

26  3 

15  6 

31  5 

1972 . 

124.6 

1357 

13.6 

726 

20 

14  3 

33 

504 

18  1 

367 

34.9 

18  1 

1973 . 

158.0 

148.0 

13.4 

63.0 

14  3 

12  i 

68 

41  8 

20  8 

40  2 

40  6 

23  2 

43  6 

22  7 

27  8 

1974 . 

123.2 

1526 

6.4 

55.3 

2.4 

17.2 

-46 

17.0 

44.6 

143 

305 

291 

11  6 

342 

94 

569 

1975 . 

1545 

178.3 

7.0 

799 

1.3 

12.1 

5.1 

-3  7 

71.5 

4.9 

28.3 

27  4 

61 

39  3 

80 

382 

1976 . 

173.8 

211.8 

15.9 

104  1 

-  3 

4.2 

13 

14 

60.3 

248 

449 

41  5 

40 

62  0 

22  9 

434 

1977 . 

202.8 

256.4 

19.6 

107.3 

-.4 

69 

-6  2 

16.0 

80.3 

329 

661 

51  5 

163 

93  0 

36  7 

577 

1978 . 

212.5 

288.2 

215 

105.0 

5.4 

26.5 

-116 

43 

94.3 

42  8 

78  7 

568 

231 

1099 

45  1 

79.3 

1979 . 

2315 

331.3 

36.9 

770 

298 

57.4 

-17  8 

-  2 

103.5 

44.7 

75  4 

504 

32.0 

116  2 

38.3 

102.9 

1980 . 

221.5 

3296 

93 

I21.S 

23.5 

274 

-2  2 

-116 

126.9 

34.7 

51  5 

26  3 

14  2 

941 

48 

101.3 

1981 . 

255.5 

3275 

363 

701 

85.9 

34.0 

-389 

-10.4 

1267 

23.6 

508 

27  3 

27  5 

69  6 

169 

910 

1982 . 

259.8 

3800 

24.7 

113  6 

315 

36.2 

-20.8 

-5.0 

1781 

21.6 

302 

22  4 

101 

561 

164 

1104 

1983 . 

319.9 

498.0 

21.7 

198.4 

-312 

76.1 

43 

204 

1762 

323 

71  5 

506 

-118 

1171 

48.9 

1225 

1984 . 

369.2 

532.2 

4.2 

225.2 

43.3 

101.9 

-46.7 

-7.6 

162.4 

49.4 

93  7 

81  8 

24  3 

135  6 

81  7 

145  5 

1985 . 

404.0 

631.9 

29.0 

117.2 

23 

874 

-35  7 

57.6 

282  5 

91.7 

93  7 

95  8 

26  8 

171  7 

82  3 

1904 

1986 . 

475.5 

593.9 

94.9 

94.2 

357 

-50.8 

161 

28.2 

306.6 

69.1 

1195 

111  4 

16  0 

203  4 

57  5 

104.2 

1987 . 

396.1 

511.8 

-2.0 

92.5 

22.0 

1269 

-45.7 

21.6 

227  4 

69.1 

12.3  5 

102  9 

12.1 

240  9 

32  9 

806 

1988 . 

392.1 

508.5 

27.2 

136.2 

15.9 

172.5 

-78.6 

95 

157.5 

68.3 

126  7 

1126 

74 

234.1 

501 

787 

1989 . 

476.9 

594.9 

-12 

796 

76.8 

122.5 

-73.1 

-26  2 

350.0 

66.5 

1146 

1090 

18.4 

223.8 

45.8 

904 

1990 . 

443.3 

502.3 

5.4 

38.5 

286 

145.6 

16.0 

298 

190.8 

477 

98.3 

900 

48 

185  0 

16.0 

512 

1991 . 

391.7 

4422 

63.0 

-117.4 

8.7 

-.1 

813 

-24  5 

386.0 

45.2 

75  7 

52  2 

-187 

1631 

-15  0 

11.4 

1992 

472.4 

532  1 

131.1 

-112.1 

-41.8 

66.7 

190.2 

.5 

276.9 

20.6 

940 

62  6 

24  5 

179  0 

55 

72 

1993 . 

409.8 

5264 

81.6 

-91  1 

-10  2 

-9  4 

1583 

9  3 

340.0 

66.5 

123.1 

88.9 

-19  3 

183.3 

623 

638 

1992:1 . 

496  8 

579.8 

1832 

-65  2 

-30.5 

233.6 

135.9 

-714 

210.0 

-15.7 

87  5 

55  6 

-1.3  8 

232  7 

-4.6 

-15.8 

II . 

447.7 

429.1 

51.9 

-140.3 

222 

161 

201.6 

21.4 

249.0 

65 

981 

548 

-128 

92  1 

- 15.01  44  3 

III.  . 

446.1 

592.1 

166.7 

123.) 

-99.1 

47.3 

271.7 

-84  3 

354  6 

589 

731 

560 

-461 

226.9 

120 

9  8 

IV.... 

499.1 

5273 

1224 

-119.2 

-60.0 

-30.8 

151.8 

1362 

2943 

326 

117.2 

83.9 

-25.1 

164.4 

296 

102 

1993:1 . 

333.9 

3522 

64.6 

188  9 

-53  7 

18.6 

1609 

-110.5 

370.3 

90.9 

123  6 

71  1 

-27  5 

120  4 

20.3 

44  9 

II . 

561 1 

6365 

131.0 

-45  7 

54.5 

-62.8 

1855 

-27.2 

369.0 

32.1 

1216 

86  8 

23  9 

193  0 

416 

25.5 

III  . .. 

356.7 

579.1 

749 

-107  6 

-37  4 

-97.0 

220.4 

38.5 

406.5 

80.9 

10.3  7 

87.3 

-92 

235  9 

76.21  92  1 

IV... 

387.3 

537.9 

560 

-22  4 

-42 

1038 

665 

621 

214.0 

620 

143.5 

110.4 

16.6 

1839 

111  3 

92.7 

1994:1 . 

483.4 

6383 

95.5 

571 

41.0 

456.2 

-4  5 

.9 

12 

747 

1281 

719 

167 

179.7 

72  7 

858 

11... 

513.3 

609.8 

40.2 

-22.5 

137 

4028 

85.8 

-21.7 

724 

39.0 

1549 

100  7 

3  9 

1441 

1219 

89.9 

III... 

345  1 

492.7 

-9  2 

-10  7 

23.3 

283.3 

-65.6 

464 

2216 

3.6 

1524 

104  6 

8.9 

1990 

127 1 

874 

'  Saving  by  households,  nonprofit  institutions,  farms,  and  other  noncorporate  business. 

V  Consists  of  U  S.  savings  bonds,  other  U  S.  Treasury  securities,  U  S.  Government  agency  securities  and  government-sponsored 
enterprise  securities,  federally-related  mortgage  pool  securities,  and  State  and  local  obligations. 

Includes  mutual  fund  shares. 

'  Corporate  and  foreign  bonds  and  open-market  paper. 

'  Private  life  insurance  reserves,  private  insured  and  noninsured  pension  reserves,  and  government  insurance  and  pension  reserves 

"  Consists  of  security  credit,  mortgages,  accident  and  health  insurance  reserves,  nonlife  insurance  claims,  and  investment  in  bank 
personal  trusts  for  households;  and  of  consumer  credit,  equity  in  government-sponsored  enterprises,  and  nonlife  insurance  claims  for 
noncorporate  business. 

•  Purchases  of  physical  assets  less  depreciation 

"  Includes  data  lor  corporate  farms. 

”  Other  debt  consists  of  security  credit.  U.S.  Government  and  policy  loans,  and  noncorporate  business  debt 

Source:  Board  of  Governors  of  the  Federal  Reserve  System 
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Table  B-31. — Median  money  income  (in  1993  dollars)  and  porerty  status  of  families  and  persons,  by  race. 

selected  years.  1973-93 


'  The  term  "family"  refers  to  a  group  of  two  or  more  persons  related  by  birth,  marriage,  or  adoption  and  residing  together;  all  such 
persons  are  considered  members  of  the  same  family  Beginning  1979,  based  on  householder  concept  and  restricted  to  primary  families. 
‘Current  dollar  median  money  income  deflated  by  Cn-U-Xl. 

‘Prior  to  1979,  data  are  lor  persons  14  years  and  over 
‘  Based  on  revised  methodology;  comparable  with  succeeding  years. 

‘Based  on  1980  census  population  controls;  comparable  with  succeeding  years 
*  Reflects  implementation  of  Hispanic  population  controls;  comparable  with  succeeding  years. 

‘  Based  on  1990  census  population  controls;  comparable  with  succeeding  years 

Note.— Poverty  rates  (percent  of  persons  below  poverty  level)  lor  all  races  for  years  not  shown  above  are:  1959,  22.4;  1960,  22.2; 
1961,  21.9;  1962,  21.0;  1963,  19.5;  1964,  19.0;  1965,  17.3;  1966,  14.7;  1967,  14.2;  1968,  12.8;  1%9,  12.1;  1970,  12.6;  1971,  12.5; 
1972,  11.9;  1974,  11.2;  and  1976,  11.8. 

Poverty  thresholds  are  updated  each  year  to  reflect  changes  in  the  consumer  price  index  (CPI-U) 

For  details  see  "Current  Population  Reports,"  Series  P-60. 

Source:  Department  of  Commerce.  Bureau  of  the  Census. 
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POPULATION,  EMPLOYMENT,  WAGES,  AND  PRODUCTIVITY 

Table  B-32. — Popiilalioii  hy  ug/e  group. 

(Thousands  of  persons) 


Age  (years) 


Juty  1 

Total 

Under  5 

5-15 

16-19 

20-24 

25-44 

45-64 

65  and 
over 

1929 . 

121,767 

11,734 

26,800 

9,127 

10,694 

35,862 

21.076 

6.474 

1933 . 

125,579 

10,612 

26,897 

9,302 

11,152 

37,319 

22,933 

7,363 

1939 . 

130,880 

10,418 

25,179 

9,822 

11,519 

39,354 

25,823 

8,764 

1940 . 

132,122 

10.579 

24.811 

9,895 

11,690 

39,868 

26,249 

9,031 

1941 . 

133,402 

10.850 

24,516 

9,840 

11,807 

40,383 

26.718 

9,288 

1942 . 

134,860 

11,301 

24,231 

9,730 

11,955 

40,861 

27,196 

9,584 

1943 . 

136,739 

12,016 

24,093 

9,607 

12,064 

41,420 

27,671 

9,867 

1944 . 

138,397 

12,524 

23.949 

9,561 

12,062 

42,016 

28.138 

10,147 

1945 . 

139,928 

12,979 

23.907 

9,361 

12,036 

42,521 

28,630 

10,494 

1946 . 

141,389 

13,244 

24,103 

9,119 

12,004 

43,027 

29,064 

10.828 

1947 

144,126 

14,406 

24.468 

9,097 

11,814 

43.657 

29,498 

11,185 

1948 

146.631 

14,919 

25.209 

8,952 

11,794 

44,288 

29,931 

11,538 

1949 

149,188 

15,607 

25.852 

8,788 

11,700 

44,916 

30,405 

11,921 

1950 . 

152,271 

16,410 

26.721 

8.542 

11,680 

45.672 

30,849 

12,397 

1951 

154,878 

17,333 

27.279 

8,446 

11.552 

46,103 

31,362 

12,803 

1952 

157,553 

17,312 

28.894 

8,414 

11,350 

46,495 

31,884 

13,203 

1953 

160,184 

17,638 

30;227 

8,460 

11,062 

46,786 

32,394 

13,617 

1954 

163.026 

18,057 

31.480 

8,637 

10,832 

47,001 

32,942 

14,076 

1955 

165,931 

18,566 

32.682 

8,744 

10,714 

47,194 

33,506 

14,525 

1956 

168,903 

19,003 

33.994 

8.916 

10.616 

47,379 

34,057 

14.938 

1957 

171,984 

19,494 

35.272 

9,195 

10.603 

47,440 

34,591 

15.388 

1958 

174,882 

19,887 

36.445 

9.543 

10,756 

47,337 

35,109 

15,806 

1959 

177,830 

20,175 

37.368 

10,215 

10,969 

47,192 

35,663 

16.248 

1960 

180,671 

20,341 

38.494 

10.683 

11,134 

47,140 

36,203 

16,675 

1%1 

133,691 

20,522 

39.765 

11.025 

11,483 

47,084 

36,722 

17,089 

1%2 

186,538 

20,469 

41.205 

11.180 

11,959 

47,013 

37,255 

17,457 

1963 . 

189,242 

20,342 

41.626 

12,007 

12,714 

46,994 

37,782 

17,778 

1964 . 

191.889 

20.165 

42.297 

12,736 

13,269 

46,958 

38,338 

18,127 

1965 . 

194,303 

19,824 

42.938 

13,516 

13,746 

46,912 

38,916 

’8,451 

1966 . 

196,560 

19,208 

43.702 

14,311 

14,050 

47,001 

39,534 

18,755 

1%7 

198,712 

18.563 

44.244 

14,200 

15,248 

47,194 

40,193 

19,071 

1%8 

200.706 

17,913 

44.622 

14,452 

15,786 

47,721 

40,846 

19,365 

1969 

202,677 

17,376 

44.840 

14,800 

16,480 

48.064 

41,437 

19,680 

1970 

205,052 

17,166 

44,816 

15,289 

17,202 

48,473 

41,999 

20,107 

1971 

207,661 

17,244 

44,591 

15,688 

18,159 

48.936 

42,482 

20,561 

1972 

209,896 

17,101 

44,203 

16,039 

18,153 

50,482 

42,898 

21,020 

1973 

211,909 

16,851 

43.582 

16,446 

18,521 

51,749 

43.235 

21,525 

1974 

213,854 

16,487 

42,989 

16,769 

18,975 

53,051 

43,522 

22,061 

1975 . 

215,973 

16.121 

42,508 

17,017 

19,527 

54,302 

43,801 

22.6% 

1976 

218,035 

15,617 

42.099 

17,194 

19,986 

55,852 

44,008 

23,278 

1977 

220,239 

15,564 

41,298 

17,276 

20,499 

57.561 

44.150 

23,892 

1978 

222.585 

15,735 

40,428 

17,288 

20,946 

59,400 

44.286 

24,502 

1979 

225,055 

16.063 

39,552 

17,242 

21,297 

61,379 

44,390 

25,134 

1980 

227,726 

16,451 

38,838 

17,167 

21,590 

63,470 

44,504 

25,707 

1981 

229,966 

16,893 

38,144 

16,812 

21,869 

65,528 

44,500 

26,221 

1982 

232,188 

17,228 

37,784 

16,332 

21,902 

67.692 

44,462 

26.787 

1983 

234,307 

17,547 

37,526 

15,823 

21,844 

69,733 

44.474 

27,361 

1984 

236,348 

17,695 

37.461 

15,295 

21,737 

71,735 

44,547 

27,878 

1985 

238,466 

17,842 

37,450 

15,005 

21,478 

73,673 

44,602 

28,416 

1986 

240,651 

17,963 

37,404 

15,024 

20,942 

75,651 

44,660 

29,008 

1987 

242,804 

18,052 

37,333 

15,215 

20,385 

77,338 

44,854 

29,626 

1988 

245,021 

18.195 

37,593 

15.198 

19,846 

78,595 

45.471 

30,124 

1989 

247,342 

18,508 

37,972 

14,913 

19,442 

79,943 

45,882 

30,682 

1990 

249,911 

18,849 

38.588 

14,449 

19,305 

81,196 

46,288 

31,235 

1991 

252,643 

19,195 

39.195 

13,926 

19,347 

82,455 

46,759 

31,765 

1992 

255,407 

19,501 

39,900 

13,668 

19,176 

82,541 

48,348 

32,272 

1993 

258.120 

19,691 

40,538 

13.795 

18,874 

82,862 

49.586 

32,773 

1994 . 

260.651 

19,727 

41,213 

14,030 

18,429 

83,199 

1  50,894 

33.158 

Note  —Includes  Armed  Forces  overseas  beginning  1940  Includes  Alaska  and  Hawaii  beginning  1950 
All  estimates  are  consistent  with  decennial  census  enumerations 

Source:  Oepartment  of  Commerce.  Bureau  of  the  Census. 
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Table  B-33. — Civilian  population  and  labor  force.  1929-94 
[Monthly  data  seasonally  adjusted,  except  as  noted] 


Civil-  Unem- 

ian  ploy, 

labor  ment 

i/  fate, 

par-  civil- 

tici-  ^  lan 

pation  I™  wofk- 

rate>  ers« 


24.9 
17.2 

55.7  47.6 1  14.6 

56.0  50.4 

57.2  54.5 

58.7  57.6  1.9 

58  6  57.9  1.2 

57.2  56.1  1.9 

55.8  53.6  3.9 

56  8  54.5 


58.3  56.0 

58.8  56.6 

58.9  55.4 

59.2  56.1 

59.2  57.3 

59.0  57.3 

58.9  57.1 

58.8  55.5 

59.3  56.7 

60.0  57.5 

59.6  57.1 

59.5  55.4 

59.3  56.0 

59.4  56.1 

59.3  55.4 

58.8  55.5 

58.7  55.4 

58.7  55.7 

58.9  56.2 

59.2  56.9  1  3.8 

59.6  57.31  3.8 

59.6  57.5 

60  1  58.0 

60.4  57.4 

60.2  56.6 

60.4  57.0 

60  8  57.8 

61.3  57.8  1  5.6 

61  2  56.1 1  8.5 

61.6  56.8 

62.3  57.9 

63.2  59.3 

63.7  59.9 

63.8  59.2 

63.9  59.0 

64.0  57.8 

64.0  57.9 

64.4  59.5 

64.8  60.1 

65.3  60.7 1  7.0 

65.6  61.51  6.2 

65.9  62.3 

66.5  63.0 

66.4  62.7 

66.0  61.6 

66.3  61.4 

66.2  61.6  1  6.8 

66.6  62.5  6.1 


Table  B-33. — Civilian  population  and  labor  force.  1929-94 — Continued 
(Monthly  data  seasonally  adjusted,  except  as  noted) 


1991:  Jan.. 
Feb 
Mai 
Apr 
May 
June 


July... 

Am. 

Sept . 
Oct 
Non 
Dec 

1992:  Jan 
Feb 
Mai 
Apr 
May. 
June. 

July 

Aug 

Sept 

Oct 

Nov 

Dec 

1993: Jan 
Feb 
Mai 
Apt 
May 
June 

July 

H 

Sept . 

Oct 

Nov 

Dm 

1994: Jan  * 
Feb 
Mai 
Apt 
May 
June 


July 

Aug 

Sept 

Oct 

Nov.. 

Dec.. 


Civilian  labor  force 

Civil- 

Civil- 

Unem- 

Civitian 

noninsti¬ 

tutional 

popula¬ 

tion' 

Employment 

Not  in 
labor 
force 

ian 

labor 

em¬ 

ploy¬ 

ment/ 

pop¬ 

ula¬ 

tion 

ratio’ 

ploy- 

Total 

Total 

Api- 

cul- 

tiiral 

Non- 

agri- 

cunural 

Un¬ 

employ¬ 

ment 

force 

par¬ 

tici¬ 

pation 

rate* 

rate, 

civil¬ 

ian 

work¬ 

ers* 

Thousands  of  persons  16  years  of  age  and  over 

Percent 

188,977 

124.787 

116,967 

3.173 

113,794 

7,820 

64.190 

66.0 

619 

6.3 

189,115 

125,027 

116,869 

3228 

113,641 

8,158 

64,088 

661 

61.8 

6.5 

189,243 

125,256 

116,791 

3,131 

113,660 

8,465 

63,987 

662 

617 

68 

189.380 

125,721 

117,411 

3,189 

114222 

8,310 

63,659 

66.4 

62.0 

6.6 

189,522 

125,185 

116,646 

3,269 

113,377 

8,539 

64,337 

66.1 

615 

68 

189,668 

125,367 

116.878 

3281 

113,597 

8,489 

64,301 

66.1 

616 

6.8 

189,839 

125,102 

116.738 

3258 

113,480 

8,364 

64,737 

65.9 

61.5 

6.7 

189,973 

124,949 

116,505 

3273 

113232 

8,444 

65,024 

65.8 

61.3 

6.8 

190,122 

125,607 

117,142 

3,275 

113,867 

8,465 

64,515 

661 

61.6 

6.7 

190^89 

125,578 

116,997 

3231 

113,766 

8,581 

64,711 

66.0 

61.5 

6.8 

190,452 

125,519 

116,848 

3255 

113,593 

8.671 

64,933 

65.9 

61.4 

6.9 

190,605 

125,641 

116,636 

3,141 

113,495 

9,005 

64,964 

659 

61.2 

7.2 

190,759 

126,149 

117,130 

3,136 

113,994 

9,019 

64,610 

66.1 

61.4 

7.1 

190,884 

126,209 

116,919 

3,218 

113,701 

9,290 

64,675 

66.1 

61.3 

74 

191,022 

126,545 

117,255 

3208 

114,047 

9,290 

64,477 

66.2 

614 

7.3 

191,168 

126,917 

117,670 

3,220 

114,450 

9,247 

64,251 

66.4 

61.6 

73 

191,307 

127,036 

117,534 

3,192 

114,342 

9,502 

64,271 

66.4 

61.4 

7.5 

191,455 

127,269 

117,498 

3,248 

114,250 

9,771 

64,186 

665 

614 

77 

191,622 

127,358 

117,763 

3217 

114,546 

9,595 

64,264 

66.5 

61.5 

7.5 

191,790 

127,339 

117,749 

3237 

114,512 

9,590 

64,451 

66.4 

614 

7.5 

191,947 

127,306 

117,772 

3211 

114,561 

9,534 

64,641 

66.3 

61.4 

7.5 

192,131 

126,933 

117,723 

3,188 

114,535 

9,210 

65,198 

661 

61.3 

73 

192,316 

127,287 

117,974 

3,170 

114,804 

9,313 

65,029 

66.2 

61.3 

73 

192,509 

127,469 

118,155 

3222 

114,933 

9,314 

65,040 

662 

61.4 

73 

192,644 

127,224 

118,178 

3,182 

114,996 

9,046 

65,420 

66.0 

61.3 

7.1 

192.786 

127,400 

118,442 

3,116 

115,326 

8,958 

65,386 

66.1 

61.4 

70 

192,959 

127,440 

118,562 

3,099 

115,463 

8,878 

65,519 

66.0 

61.4 

70 

193,126 

127,539 

118,585 

3.071 

115.514 

8,954 

65,587 

66.0 

61.4 

7.0 

193,283 

128,075 

119,180 

3,074 

116,106 

8,895 

65,208 

66.3 

61.7 

6.9 

193,456 

128.056 

119,187 

3,031 

116,156 

8,869 

65,400 

66.2 

616 

6.9 

193,633 

128,102 

119,370 

3,043 

116,327 

8,732 

65,531 

66.2 

61.6 

6.8 

193,793 

128,334 

119,692 

3,005 

116,687 

8,642 

65,459 

662 

618 

67 

193,971 

128,108 

119,568 

3,093 

116,475 

8,540 

65,863 

66.0 

616 

67 

194,151 

128,580 

119,941 

3,021 

116,920 

8,639 

65,571 

662 

618 

67 

194,321 

128,662 

120,332 

3,114 

117218 

8,330 

65,659 

66.2 

61.9 

6.5 

194,472 

128.898 

120,661 

3,096 

117,565 

8,237 

65,574 

663 

62.0 

6.4 

195,953 

130.643 

121,903 

3,328 

118,575 

8,740 

65,310 

66.7 

622 

6.7 

196,090 

130,784 

122208 

3,368 

118,840 

8,576 

65,306 

66.7 

62.3 

6.6 

196,213 

130,706 

122,160 

3,396 

118,764 

8,546 

65,507 

666 

623 

6.5 

.  196,363 

130,787 

122,402 

3,438 

118,964 

8,385 

65,576 

66.6 

62.3 

64 

196,510 

130,699 

122,703 

3,413 

119,290 

7,996 

65,811 

665 

62.4 

61 

196,693 

130,538 

122,635 

3294 

119,341 

7,903 

66,155 

66.4 

62.3 

6.1 

196,859 

130,774 

122,781 

3,333 

119,448 

7,993 

66,085 

664 

624 

6.1 

197,043 

131,086 

123,197 

3,436 

119,761 

7,889 

65,957 

66.5 

625 

6.0 

197,248 

131291 

123,644 

3,411 

120,233 

7,647 

65,957 

66.6 

62.7 

58 

197,430 

131,646 

124,141 

3,494 

120,647 

7,505 

65.784 

66.7 

62.9 

5.7 

197,607 

131,718 

124,403 

3,500 

120,903 

7,315 

65,889 

66.7 

63.0 

5.6 

.  197,765 

131,725 

124,570 

3,532 

121,038 

7,155 

66,040 

66.6 

63.0 

5.4 

‘  Not  strictly  comparable  with  earlier  data  due  to  population  adjustments  as  follows:  Beginning  1953,  introduction  of  1950  census 
data  added  about  600,000  to  population  and  350,000  to  labor  force,  total  emptoyment,  and  agricultural  employment.  Beginning  1960, 
inclusion  of  Alaska  and  Hawaii  added  about  500,0W  to  population,  300,000  to  labor  force,  and  240,000  to  nonagricultural  emolument. 
Beginning  1962,  introduction  of  1960  census  data  reduced  population  In  about  M.OOO  and  labor  force  and  emptoyment  by  200,000. 
Beginning  1972,  introduction  of  1970  census  data  added  about  800,000  to  dvilian  noninstitutional  population  and  333,000  to  labor 
force  and  employment.  A  subsequent  adjustment  based  on  1970  census  in  March  1973  added  60,000  to  labor  force  and  to  employment. 
Beginning  1978,  changes  in  sampling  and  estimation  procedures  introduced  into  the  household  survey  added  about  250,000  to  labor 
force  and  to  employment.  Unemployment  levels  and  rates  were  not  significantly  affected.  Beginning  1986,  the  introduction  of  revised 
population  controls  added  about  400,000  to  the  civilian  population  and  labor  force  and  350,000  to  civilian  employment.  Unemployment 
levels  and  rates  were  not  significantly  affected. 

Beginning  1994,  introduction  of  a^ted  1990  census4)ased  population  controls  together  with  a  major  redesign  of  the  household 
survey  added  about  1.3  million  to  civilian  population,  2.0  million  to  civilian  labor  force.  1.1  million  to  civilian  employment,  and  900,000 
to  unemployment.  Unemployment  rates  were  not  significantly  affected. 

Note.— Labor  force  data  in  Tables  B-33  through  B-42  are  based  on  household  interviews  and  relate  to  the  calendar  week  including 
the  12th  of  the  month.  For  definitions  of  terms,  area  samples  used,  historical  comparability  of  the  data,  comparability  with  other  series, 
etc.,  see  "Employment  and  Earnings." 

Source:  Department  of  labor.  Bureau  of  Labor  Statistics. 
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Table  B-34. — Civilian  employment  and  unemployment  by  sex  and  age,  1947-94 


[ThouMnds  ol  persons  16  years  of  age  and  over;  monthly  data  seasonally  adjusted] 


Civilian  employment 

Unemployment 

Mates 

Females 

Males 

Females 

Year 

or  month 

Total 

Total 

16-19 

20 

years 

Total 

16-19 

20 

years 

Total 

Total 

16-19 

20 

years 

Total 

16-19 

20 

years 

years 

and 

years 

and 

years 

and 

years 

and 

over 

over 

over 

over 

1947 

57,038 

40.995 

2,218 

38,776 

16,045 

1,691 

14,354 

2,311 

169? 

270 

142? 

619 

144 

475 

1948 

58,343 

41,725 

2,344 

39,382 

16,617 

1,682 

14,936 

2,276 

1559 

256 

1.105 

717 

153 

564 

1949 

57,651 

40,925 

2,124 

38,803 

16,723 

1,588 

15,137 

3,637 

2,572 

353 

2,219 

1,065 

223 

841 

1950 

58,918 

41,578 

2,186 

39,394 

17,340 

1,517 

15,824 

3,288 

??39 

318 

192? 

1049 

195 

854 

1951 

59,961 

41,780 

2,156 

39,626 

18,181 

1,611 

16.570 

2,055 

1  ??1 

191 

1  029 

834 

145 

689 

1952 

60,250 

41,682 

2,107 

39,578 

18,568 

1,612 

16,958 

1,883 

I  185 

205 

980 

698 

140 

559 

1953 

61,179 

42,430 

2,136 

40,296 

18,749 

1,584 

17,164 

1,834 

1?0? 

184 

1,019 

63? 

123 

510 

1954 

60,109 

41,619 

1,985 

39,634 

18,490 

1,490 

17,000 

3,532 

2,344 

310 

2,035 

1,188 

191 

997 

1955 

62,170 

42,621 

2,095 

40,526 

19,551 

1,547 

18,002 

2,852 

1,854 

274 

1,580 

998 

1/6 

823 

1956 

63,799 

43,379 

2,164 

41,216 

20,419 

1,654 

18,767 

2,750 

I  711 

269 

1,442 

1039 

209 

HI? 

195/ 

64,071 

43,357 

2,115 

41,239 

20,714 

1,663 

19,052 

2,859 

1,841 

.100 

1,541 

1018 

197 

821 

1958 

63,036 

42,423 

2,012 

40,411 

20,613 

1,570 

19,043 

4,602 

3,098 

416 

2  681 

1,504 

262 

1,242 

1959 

64,630 

43,466 

2,198 

41,267 

21,164 

1,640 

19,524 

3,740 

2,420 

398 

2,022 

1,320 

256 

1,063 

1960 

65,778 

43,904 

2,361 

41,543 

21,874 

1,768 

20,105 

3,852 

2,486 

426 

2,060 

1,366 

286 

1080 

1961 

65,746 

43,656 

2,315 

41,342 

22,090 

1,793 

20,296 

4,714 

?,99/ 

4/9 

2518 

1,717 

349 

1,368 

1%2 

66,702 

44,177 

2,362 

41,815 

22,525 

1,833 

20,693 

3,911 

?,4?3 

408 

2,016 

1,488 

313 

1,1/5 

1963 

67,762 

44,657 

2,406 

42,251 

23,105 

1,849 

21,257 

4,070 

2,472 

501 

1,971 

1,598 

383 

1,216 

1964 

69,305 

45,474 

2,587 

42,886 

23,831 

1,929 

21,903 

3,786 

?,?05 

487 

1,718 

1,581 

385 

1,195 

1965 

71,088 

46,340 

2,918 

43,422 

24,748 

2,118 

22,630 

3,366 

1914 

479 

1435 

1,45? 

,195 

1,056 

1966 

72,895 

46,919 

3,253 

43,668 

25,976 

2,468 

23,510 

2,875 

1  551 

432 

1.120 

1,324 

405 

921 

1%/ 

74,372 

47,479 

3,186 

44,294 

26,893 

2,496 

24,397 

2,975 

1,508 

448 

1,060 

1,468 

391 

1,078 

1968 

75,920 

48,114 

3,255 

44,859 

27,807 

2,526 

25,281 

2,817 

1,419 

426 

993 

1,397 

412 

985 

1969 

77,902 

48,818 

3,430 

45,388 

29,084 

2,687 

26,397 

2,832 

1,403 

440 

963 

1,429 

413 

1,015 

1970 

78,678 

48,990 

3,409 

45,581 

29,688 

2,735 

26,952 

4,093 

2,238 

599 

1,638 

1,855 

506 

1,349 

19/1 

79,367 

49,390 

3,478 

45,912 

29,976 

2,730 

27,246 

5,016 

2,789 

693 

2,097 

2  227 

568 

1658 

19/2 

82,153 

50,896 

3,765 

47,130 

31,257 

2,980 

28,276 

4,882 

2,659 

711 

1,948 

2,222 

598 

1625 

19/3 

85,064 

52,349 

4,039 

48,310 

32,715 

3,231 

29,484 

4,365 

??75 

653 

1624 

2  089 

583 

1  507 

19/4 

86,794 

53,024 

4,103 

48,922 

33,769 

3,345 

30,424 

5,156 

?714 

757 

1957 

2  441 

665 

1777 

19/5 

85,846 

51,857 

3,839 

48,018 

33,989 

3,263 

30,726 

7,929 

4  447 

966 

3  476 

3  486 

802 

2  684 

19/6 

88,752 

53,138 

3,947 

49,190 

35,615 

3,389 

32,226 

7,406 

4,036 

939 

3  098 

3,369 

780 

2,588 

19// 

92,017 

54,728 

4,174 

50,555 

37,289 

3,514 

33,775 

6,991 

3,667 

8/4 

2,794 

3,324 

789 

2,535 

19/8 

96,048 

56,479 

4,336 

52,143 

39,569 

3,734 

35,836 

6,202 

314? 

813 

?,.1?8 

3  061 

769 

2  29? 

19/9 

98,824 

57,607 

4,300 

53,308 

41,217 

3,783 

37,434 

6,137 

3,120 

811 

2,308 

3,018 

743 

2,276 

1980 

99,303 

57,186 

4,085 

53,101 

42,117 

3,625 

38,492 

7,637 

4,267 

913 

3,353 

3,370 

755 

2,615 

1981 

100,397 

57,397 

3,815 

53,582 

43,000 

3,411 

39,590 

8,273 

4,577 

%2 

3,615 

3,6% 

800 

2,895 

1982 

99,526 

56,271 

3,379 

52,891 

43,256 

3,170 

40,086 

10,678 

6,179 

1090 

5,089 

4  499 

886 

3,613 

1983 

100,834 

56,787 

3,300 

53,487 

44,047 

3,043 

41,004 

10,717 

6,?6fl 

1,003 

5257 

4,457 

825 

3,63? 

1984 

105,005 

59,091 

3,322 

55,769 

45,915 

3,122 

42,793 

8,539 

4,744 

817 

393? 

3,794 

687 

3107 

1985 

107,150 

59,891 

3,328 

56,562 

47,259 

3,105 

44,154 

8,312 

4, .521 

806 

3  715 

3  791 

661 

3129 

1986 

109,597 

60,892 

3,323 

57,569 

48,706 

3,149 

45.556 

8,237 

4,530 

779 

3,751 

3,707 

675 

3  032 

1987 

112,440 

62,107 

3,381 

58,726 

50^334 

3|260 

47  074 

7425 

4101 

732 

3’369 

3324 

616 

2709 

1988 

114,968 

63:273 

3,492 

59,781 

5i:696 

3:313 

48:383 

6:701 

3,655 

667 

2  987 

.1046 

,558 

2  487 

1989 

117,342 

64,315 

3,477 

60,837 

53,027 

3,282 

49,745 

6,528 

3,525 

658 

2,867 

3,003 

536 

2,467 

1990 

117,914 

64,435 

3,237 

61,198 

53,479 

3,024 

50,455 

6,874 

3,799 

629 

3,170 

3,075 

519 

2  555 

1991 

116,877 

63,593 

2,879 

60,714 

53,284 

2,749 

50  535 

8,426 

4  817 

709 

4  109 

3  609 

581 

3  028 

1992 

117,598 

63,805 

2,786 

61,019 

53:793 

2:613 

51,181 

9:384 

5,180 

761 

4,619 

4  005 

591 

3413 

119,306 

64,700 

2,836 

61,865 

54  606 

2  694 

51 912 

8  734 

728 

.1734 

1994 

123.060 

66,450 

3,156 

63,294 

56'610 

3^005 

53^606 

7996 

4'367 

740 

3627 

3  629 

3049 

1993 

Jan . 

118,178 

64,237 

2,819 

61,418 

53,941 

21633 

51,308 

9,046 

4:977 

737 

4:240 

4,069 

594 

3475 

Feb . 

118,442 

64,329 

2,852 

61,477 

54,113 

2,634 

51,479 

8,958 

5,067 

742 

4,325 

3,891 

5% 

3,295 

Mar . 

118,562 

64,355 

2,857 

61,498 

54,207 

2,591 

51,616 

8,878 

5,147 

729 

4418 

3  731 

588 

3143 

118,585 

64.416 

2,802 

61,614 

54.169 

2,636 

51  533 

8  954 

5,098 

810 

4  288 

3  856 

575 

3,281 

May . 

119,180 

64,687 

2,838 

61,849 

54,493 

2:716 

51:777 

8:895 

5,016 

731 

4:285 

3  879 

640 

3239 

June . 

119,187 

64,642 

2,837 

61,805 

54,545 

2,670 

51,875 

8,869 

5,041 

759 

4,282 

3,828 

571 

3,257 

July . 

119,370 

64,728 

2,859 

61,869 

54,642 

2,741 

51,901 

8,732 

5  00? 

731 

4  271 

3  730 

531 

3199 

Aug . 

119,692 

64,904 

2,898 

62,006 

54,788 

2,704 

52,084 

8,642 

4,943 

728 

4  215 

3  699 

5,14 

3165 

Sept . 

119,568 

64,756 

2,855 

61,901 

54,812 

2,740 

52,072 

8,540 

4,824 

687 

4,137 

3  716 

537 

3,179 

Oct . 

119,941 

64,971 

2,799 

62,172 

54,970 

2,727 

52,243 

8,639 

4  849 

715 

4,134 

3,790 

571 

3  219 

Nov . 

120,332 

65,144 

2,829 

62,315 

55,188 

2,765 

52,423 

8,330 

4,586 

703 

3  883 

3,744 

546 

3198 

Dec . 

120,661 

65,259 

2,815 

62,444 

55,402 

2,771 

52,631 

8,237 

4,554 

677 

3,877 

3,683 

531 

3,152 

1994 

Jan . 

121,903 

65,846 

3,101 

62,745 

56,057 

2,990 

53,067 

8,740 

4,863 

808 

4,055 

3  877 

571 

3,106 

Feb . 

122,208 

65.887 

3,120 

62,767 

56,321 

2,966 

53.355 

8,576 

4,752 

766 

3,986 

3  824 

587 

3,237 

Mar . 

122,160 

65,981 

3,104 

62,877 

56,179 

3,003 

53,176 

8,546 

4  626 

755 

3,871 

3:920 

585 

3:335 

Apr . 

122,402 

66,058 

3,099 

62,959 

56,344 

3,026 

53,318 

8,385 

4,567 

785 

3,782 

3,818 

670 

3,148 

May . 

122,703 

66,197 

3,117 

63,080 

56,506 

3,025 

53,481 

7,996 

4,348 

776 

3  57? 

3,648 

584 

3  064 

122,635 

66,255 

3,212 

63,043 

56.380 

3.052 

53,328 

7  903 

4  266 

707 

3  559 

3  637 

581 

3056 

July . 

122,781 

66,226 

3,150 

63,076 

56,555 

3,014 

53:541 

7,993 

4:429 

758 

3,671 

3  564 

569 

2  995 

123,197 

66,458 

3,187 

63,271 

56,739 

3,017 

53,722 

7,889 

4.283 

737 

3,546 

3,606 

581 

3,025 

Sept . 

123,644 

66,682 

3,165 

63,517 

56,962 

2.918 

54,044 

7,647 

4  109 

717 

3  392 

3,538 

551 

2  987 

Oct . 

124.141 

67,059 

3,239 

63,820 

57,082 

2:992 

54,090 

7:505 

4:074 

717 

3.157 

34.31 

570 

2  861 

Nov . 

124.403 

67,244 

3,193 

64,051 

57,159 

3,030 

54,129 

7,315 

3,924 

6.10 

3  294 

3,191 

536 

2  855 

Dec . 

124.570 

67,483 

3,202 

64,281 

57,087 

3,050 

54,037 

7,155 

3,8% 

727 

3,169 

3,259 

571 

2.688 

Note  — See  footnote  S  and  Note.  Table  B-33. 


Source-  Department  of  labor.  Bureau  of  labor  Statistics. 
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Table  B-35. — Civilian  employment  by  demographic  characteristic,  7954-94 


[TlMusands  o(  persons  16  yeors  of  age  and  over:  nwnthly  data  seasonally  adjusted] 


Year  or 
month 

All 

civilian 

workers 

White 

Black  and  other 

Black 

Total 

Males 

Fe¬ 

males 

Both 

sens 

16-19 

Total 

Males 

Fe¬ 

males 

Both 

sens 

16-19 

Total 

Males 

Fe¬ 

males 

Both 

seies 

16-19 

1954 . 

60,109 

53,957 

37.846 

16,111 

3,078 

6.152 

3,773 

2379 

396 

1955 . 

62,170 

55,833 

38,719 

17.114 

3^225 

6  341 

3^904 

2’437 

418 

1956 . 

63,799 

57369 

39368 

17,901 

3:389 

6:534 

4:oi3 

2:521 

430 

1957 

64,071 

57.465 

39349 

18,116 

3374 

6,604 

4,006 

2,598 

407 

1958 

63,036 

56,613 

38391 

18,022 

3316 

6,423 

3,833 

2,590 

365 

1959 . 

64,630 

58,006 

39,494 

18,512 

3,475 

6,623 

3,971 

2,652 

362 

1960 

65,778 

58350 

39,755 

19,095 

3,700 

6,928 

4,149 

2.779 

430 

1961 

65,746 

58313 

39,588 

19,325 

3,693 

6,833 

4,068 

2,765 

414 

1962 

66,702 

59,698 

40.016 

19,682 

3,774 

7,003 

4,160 

2,843 

420 

1963 

67,762 

60,622 

40,428 

20,194 

3351 

7.140 

4.229 

2,911 

404 

1964 

69,305 

61322 

41,115 

20307 

4,076 

7,383 

4359 

3:024 

440 

1965 

71,088 

63,446 

41344 

21,602 

4,562 

7,643 

4,496 

3,147 

474 

1966 

72,895 

65,021 

42331 

22,690 

5,176 

7.877 

4.588 

3389 

545 

1967 

74:372 

66361 

42333 

23,528 

5,114 

8,011 

4,646 

3365 

568 

196*  . 

75,920 

67,750 

43,411 

24339 

5.195 

8.169 

4.702 

3.467 

584 

1969 

77,902 

69,518 

44,048 

25,470 

5,508 

8,384 

4:770 

3:614 

609 

1970 

78,678 

70317 

44,178 

26,039 

5371 

8,464 

4313 

3.650 

574 

1971 

79,367 

70378 

44395 

26383 

5,670 

8,488 

4,796 

3,692 

538 

1972 

82,153 

73370 

45344 

27,426 

6,173 

8,783 

4,952 

3,832 

573 

7,802 

4,368 

3.433 

509 

1973 . 

85,064 

75.708 

47,085 

28,623 

6,623 

9,356 

5365 

4,092 

647 

8,128 

4,527 

3,601 

570 

1974 

86,794 

77,184 

47374 

29311 

6,796 

9,610 

5,352 

4358 

652 

8303 

4,527 

3,677 

554 

1975 . 

85,846 

76.411 

46,697 

29,714 

6,487 

9,435 

5,161 

4375 

615 

7,894 

4375 

3,618 

507 

1976 . 

88,752 

78353 

47,775 

31,078 

6,724 

9,899 

5363 

4,536 

611 

8327 

4,404 

3,823 

508 

1977 

92,017 

81,700 

49,150 

32,550 

7.068 

103l7 

5379 

4.739 

619 

8,540 

4,565 

3.975 

508 

1978 

96,048 

84,936 

50344 

34392 

7367 

11,112 

5336 

5,177 

703 

9,102 

4,796 

4,307 

571 

1979 

98324 

87359 

51,452 

35307 

7356 

11,565 

6,156 

5,409 

727 

9.359 

4,923 

4,436 

579 

1980 

99303 

87,715 

51,127 

36,587 

7,021 

11,588 

6,059 

5,529 

689 

9313 

4,798 

4,515 

547 

1981 

100397 

88.709 

51315 

37394 

6,588 

11,688 

6,083 

5,606 

637 

9355 

4,794 

4,561 

505 

1982 

99,526 

87303 

50387 

37315 

5384 

11,624 

5,983 

5,641 

565 

9,189 

4,637 

4,552 

428 

1983 

100334 

50,621 

38372 

5,799 

11,941 

6,166 

5.775 

543 

9.375 

4.753 

4,622 

416 

1984 

105,005 

92.120 

52,462 

39,659 

5336 

12,885 

6,629 

6,256 

607 

10,119 

5,124 

4.995 

474 

1985 

107,150 

93,736 

53,046 

40,690 

5,768 

13,414 

6,845 

6,569 

666 

10,501 

5370 

5331 

532 

1336 

109397 

95,660 

53,785 

41376 

5,792 

13337 

7,107 

6,830 

681 

10,814 

5,428 

5,386 

536 

1987 

112,440 

97,789 

54,647 

43,142 

5398 

14,652 

7,459 

7,192 

742 

11,309 

5,661 

5,648 

587 

193? 

114368 

99312 

55350 

44362 

6,030 

15,156 

7,722 

7.434 

774 

11,658 

5,824 

5,834 

601 

1989 

117342 

101,584 

56352 

45332 

5346 

15.757 

7,963 

7.795 

813 

11.953 

5,928 

6,025 

625 

1990 

117314 

102,087 

56,432 

45,654 

5,518 

15327 

8,003 

7,825 

743 

11,966 

5,915 

6,051 

573 

1991 

116377 

101,039 

55357 

45,482 

4,989 

15,838 

8,036 

7,802 

639 

11,863 

5,880 

5,983 

474 

1992 

117,598 

101,479 

55,709 

45,770 

4,761 

16,119 

8,096 

8,023 

637 

11.933 

5,846 

6,087 

474 

1993 

119306 

102312 

56397 

46,415 

4387 

16,494 

8303 

8,191 

642 

12,146 

5.957 

6,189 

474 

1994 

123,060 

105,190 

57,452 

47,738 

5398 

17370 

8.998 

8,872 

763 

12,835 

6341 

6.595 

552 

1993: Jan . 

118,178 

102,029 

56,086 

45343 

4,808 

16,126 

8,157 

7,969 

635 

11.864 

5,895 

5,969 

485 

Feb . 

118,442 

102.076 

56,100 

45,976 

4,324 

16,439 

8384 

8,155 

653 

12,157 

6,009 

6,148 

487 

Mar . 

118,562 

102351 

56,175 

46,076 

4329 

16,306 

8,162 

8,144 

593 

11,991 

5,884 

6,107 

443 

Apr . 

118,585 

102,190 

56,166 

46,024 

4,826 

16,354 

8310 

8,144 

618 

11,965 

5,846 

6,119 

436 

May . 

119,180 

102,612 

56304 

46308 

4378 

16,507 

8307 

8300 

675 

12,140 

5,961 

6,179 

494 

119.187 

102.721 

56362 

46.359 

4335 

16.406 

8.249 

8.159 

640 

12.076 

5,931 

6.145 

451 

July . 

119,370 

102335 

56336 

46,499 

4,902 

16,459 

8,367 

8,092 

688 

12,134 

6,008 

6,126 

513 

Aug . 

119,692 

103,179 

56323 

46,656 

4,930 

16,522 

8,366 

8,156 

681 

12325 

6,031 

6,194 

514 

Sapt . 

119,568 

103,094 

56,467 

46,627 

4339 

16,512 

8,302 

8310 

652 

12,202 

5,960 

6342 

484 

Oct . 

119,941 

103373 

56327 

46,646 

4306 

16.697 

8380 

8317 

630 

12392 

5,991 

6,301 

463 

Nov . 

120,332 

103,662 

56,799 

46,863 

4391 

16,705 

8,363 

8,342 

616 

12397 

5,951 

6,346 

461 

Dec . 

120,661 

103307 

56.794 

47,013 

4,970 

16,876 

8,476 

8,400 

628 

12,397 

6,013 

6,384 

467 

1994: Jan . 

121,903 

104368 

57,043 

47325 

5305 

17,603 

8,818 

8,785 

809 

12.544 

6.044 

6,500 

597 

Feb . 

122308 

104,612 

57,053 

47,559 

5336 

17,637 

8,881 

8,756 

747 

12,624 

6,124 

6,500 

537 

Mar . 

122,160 

104,412 

57,042 

47370 

5355 

17,689 

8,921 

8,768 

740 

12,718 

6,186 

6,532 

547 

A|<r . 

122,402 

104,591 

57,113 

47,478 

5398 

17,778 

8,948 

8,830 

742 

12,775 

6,199 

6,576 

546 

May . 

122,703 

104,978 

57313 

47,765 

5,427 

17,811 

9,009 

8,802 

718 

12,810 

6371 

6.539 

497 

122,635 

104,687 

57373 

47,414 

5,477 

17,850 

8,944 

8,906 

774 

12,838 

6314 

6,624 

552 

July . 

122,781 

105,006 

57352 

47,654 

5,424 

17,731 

8,856 

8,875 

759 

12,767 

6,150 

6,617 

542 

Aug . 

123,197 

105,401 

57,558 

47,843 

5,463 

17,826 

8,911 

8,915 

757 

12,795 

6,168 

6,627 

541 

Sept . 

123,644 

105.740 

57,650 

48,090 

5354 

17,997 

9,053 

8.944 

801 

12,927 

6,286 

6,641 

570 

Oct . 

124,141 

106,010 

57377 

48,133 

5,414 

18,131 

9,167 

8,964 

778 

13,022 

6,369 

6,653 

569 

Nov . 

124,403 

106342 

58,028 

48314 

5,431 

18,161 

9,192 

8,969 

778 

13,054 

6.393 

6,661 

579 

Dec . 

124,570 

106,352 

58,185 

48,167 

5,493 

18302 

9360 

8,942 

744 

13,119 

6,458 

6,661 

534 

Note  -See  footnote  5  and  Note.  Table  B-33. 


Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-36. — Unemployment  by  demographic  characlerisitc,  1954-94 
[Thousands  of  persons  16  years  of  age  and  over;  monthly  data  seasonally  adjusted] 


All 

civilian 

workers 

Whits 

Year  or 
month 

Total 

Males 

Fe¬ 

males 

Both 

sexes 

16-19 

946 

423 

774 

373 

793 

382 

812 

401 

1,191 

541 

1,043 

525 

1,077 

575 

1,345 

669 

1,137 

580 

i;232 

708 

1,220 

708 

1,135 

705 

1,014 

651 

1,130 

635 

1,084 

644 

1,123 

660 

1,482 

871 

1,777 

1,011 

1,733 

1,021 

1,606 

955 

1,927 

1,104 

2,794 

1,413 

2,656 

1,364 

2,558 

1,284 

2,287 

1,189 

2,260 

1,193 

2,540 

1,291 

2,762 

1,374 

3,395 

1,534 

3,270 

1,387 

2,772 

1,116 

2,765 

1,074 

2,708 

1,070 

2,369 

995 

2,177 

910 

2,135 

863 

2,225 

856 

2,672 

977 

2,926 

983 

2,793 

943 

2,617 

960 

2,903 

951 

2,821 

963 

2,762 

945 

2,776 

962 

2,841 

983 

2,834 

945 

2,725 

909 

2,711 

934 

2,741 

912 

2,948 

1,003 

2,756 

922 

2,700 

894 

2,794 

1,023 

2,744 

996 

2,750 

986 

2,729 

1,116 

2,607 

992 

2,645 

917 

2,610 

934 

2,617 

933 

2,564 

912 

2,486 

912 

2,445 

849 

2,376 

946 

Note  —See  footnote  5  and  Note.  Table  B-33. 

Source:  Department  of  labor,  Bureau  of  Labor  Statistics. 


3 


'  Civiliafl  later  force  or  civilian  employnient  as  percent  of  civilian  noninstitutional  population  in  group  specified. 
Note.— Data  relate  to  persons  16  years  of  age  and  over. 

See  footnote  5  and  Note,  Table  B-33. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


161-672  -  95  -  11 
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Table  B-38. — Civilun  labor  forct  partinpation  rate  by  demographic  characteristic,  I9i4-94 
(PwcMit;'  monthly  data  seasonally  adjusted] 


Black  and  other  or  Mack 


Note— Data  relate  to  persons  16  years  ol  age  and  over. 
See  lootnote  5  and  Note,  Table  B-33. 

Source:  Department  ol  Labor,  Bureau  of  Labor  Statistics. 


3; 


Table  B-39. — Ch  ilian  employmeni/population  ratio  by  demographu  characteristic,  J954-94 
[Pcfcent;  ■  monthly  data  seasonally  adjusted) 


Year  or  month 

All 

civil¬ 

ian 

work¬ 

ers 

White 

Black  and  other  or  black 

Total 

Males 

Females 

Total 

Males 

Females 

Total 

16-19 

years 

20 

years 

and 

over 

Total 

Total 

16-19 

years 

20 

years 

and 

over 

Total 

16-19 

years 

70 

years 

and 

over 

B 

Black  and  other 

1954 . 

55.5 

55.2 

81.5 

49.9 

840 

.314 

36.4 

31  1 

Efffl 

76  5 

52.4 

79  2 

419 

24.7 

4,3  7 

1955 . 

56.7 

56.5 

822 

52.0 

847 

33  0 

370 

32  7 

77  6 

527 

804 

42  2 

26.4 

4,39 

1956 . 

57.3 

827 

541 

85  0 

.34  2 

38.9 

33  8 

EH:  11.1 

78  4 

52.2 

81.3 

43  0 

280 

447 

1957 . 

56.8 

81.8 

52.4 

84.1 

34.2 

382 

,33.9 

593 

772 

48.0 

80  5 

437 

26.5 

455 

1958 . 

553 

79.2 

47.6 

818 

336 

35.0 

33  5 

567 

72  5 

42.0 

76  0 

42  8 

22.8 

45  0 

1959 . 

55.9 

79.9 

48.1 

82.8 

34.0 

34.8 

34.0 

57.5 

73.8 

41.4 

77.6 

43.2 

20.3 

45.7 

?! 

55.9 

79.4 

48.1 

824 

346 

35.1 

.34  5 

57  9 

741 

43.8 

77  9 

43  6 

24.8 

458 

1961 . 

553 

78.2 

45.9 

814 

.34  5 

34.6 

.34  5 

562 

71  7 

41.0 

755 

42  6 

23.2 

448 

1962 . 

554 

78.4 

46.4 

815 

.347 

34.8 

,34  7 

56.3 

72  0 

41.7 

75  7 

42  7 

23.1 

449 

1963 . 

55.3 

77  7 

44.7 

81  1 

.350 

32.9 

35  2 

Ea 

71  8 

37.4 

76  2 

42  7 

21.3 

452 

1964 . 

I ! 

55.5 

77.8 

45.0 

813 

35.5 

32.2 

.35.8 

57,0 

729 

37.8 

77  7 

434 

21.8 

46.1 

1965 . 

56.0 

77.9 

47.1 

81.5 

36.2 

33.7 

36.5 

57.8 

73  7 

39.4 

78  7 

441 

20.2 

473 

1966 . 

56.9 

568 

78  3 

50.1 

81  7 

37  5 

37.5 

.37  5 

58.4 

74  0 

40.5 

792 

451 

23.1 

482 

1967 . 

57.3 

57.2 

78.4 

50.2 

81.7 

383 

37.7 

38.3 

73.8 

38.8 

794 

450 

24.8 

479 

1968 . 

57  5 

57  4 

78  3 

50.3 

816 

;189 

37.8 

.391 

73  3 

38.7 

78  9 

45  2 

24.7 

482 

1969 . 

58.0 

58.0 

78.2 

51 1 

81.4 

40.1 

39.5 

40.1 

58.1 

72.8 

390 

78.4 

45.9 

25.1 

48.9 

1970 . 

574 

57  5 

76  8 

49.6 

801 

403 

39.5 

40.4 

568 

709 

35.5 

76  8 

449 

224 

482 

1971 . 

566 

568 

75  7 

49.2 

790 

.399 

38.6 

401 

549 

681 

31.8 

74  2 

4.3  9 

20.2 

47  3 

1972 . 

57.0 

57.4 

76.0 

51.5 

79.0 

40.7 

41.3 

40.6 

54.1 

67.3 

32.4 

73.2 

43.3 

19.9 

46.7 

Black 

1972 . 

57.0 

57  4 

76  0 

51.5 

79  0 

407 

41  3 

40  6 

Sf  1 

11  fi 

73  0 

43  0 

192 

465 

1973 . 

57  8 

.58  2 

76  5 

54.3 

79  2 

418 

43.6 

41  6 

Ef  i 

73  7 

4,3  8 

22.0 

47  2 

1974 . 

57.8 

583 

75.9 

54.4 

786 

42  4 

44.3 

42  2 

■T  ‘ 

719 

4,3  5 

20.9 

469 

1975 . 

56.1 

56  7 

73.0 

50.6 

75.7 

42.0 

42.5 

419 

Ejt  * 

665 

41.6 

20.2 

449 

1976 . 

568 

57  5 

734 

51.5 

760 

43  2 

44.2 

431 

S  i 

Iv  ’ 

668 

42  8 

19.2 

464 

1977 . 

57  9 

586 

741 

54.4 

76.5 

44.5 

45.9 

44.4 

67.5 

43  3 

18.5 

47  0 

1978 . 

59  3 

600 

750 

56.3 

772 

463 

48.5 

461 

K  : 

El] 

45  8 

22.1 

49  3 

1979 . 

599 

60.6 

75.1 

55.7 

77.3 

47.5 

49.4 

47.3 

s  i 

I'Hc  . 

69.1 

46.0 

22.4 

49.3 

1980 . 

59  2 

600 

734 

53.4 

756 

47  8 

47.9 

47  8 

604 

65  8 

45  7 

210 

491 

1981 . 

590 

600 

72  8 

51.3 

751 

483 

46.2 

48  5 

j 

591 

645 

451 

19.7 

485 

1982 . 

,57  8 

588 

706 

47.0 

7.3.0 

48.1 

44.6 

48.4 

560 

614 

442 

17.7 

475 

1983 . 

57  9 

589 

704 

47.4 

72  6 

48  5 

44.5 

kTHCi 

1 

56,3 

61  6 

441 

17.0 

474 

1984 . 

595 

605 

721 

49.1 

74  3 

49  8 

47.0 

E.iiti 

i 

,59  2 

641 

467 

20.1 

498 

1985 . 

601 

610 

72  3 

49.9 

74  3 

.50.7 

471 

Eiitl 

60.0 

64.6 

481 

23.1 

509 

1986 . 

607 

615 

72  3 

49.6 

74  3 

51  7 

47.9 

■.>,111 

60.6 

65.1 

48.8 

23.8 

516 

1987 . 

61.5 

623 

72  7 

49.9 

74  7 

.52  8 

49.0 

EHcil 

,556 

62  0 

25.8 

5:10 

1988 . 

62  3 

631 

73  2 

51.7 

7.51 

538 

50.2 

Eiiii 

563 

62  7 

eh 

51.2 

25.8 

53.9 

1989 . 

63.0 

63.8 

73.7 

52.6 

75.4 

54.6 

50.5 

54.9 

56.9 

62.8 

67.0 

52.0 

271 

54.6 

1990 . 

62  7 

636 

732 

51.0 

75.0 

54.8 

48.5 

55.2 

56,2 

618 

66.1 

51.6 

25.7 

54.2 

1991 . 

616 

62  6 

71.5 

47.2 

733 

54.3 

46.1 

54.8 

605 

649 

.50.1 

21.4 

53.1 

1992 . 

61.4 

62  4 

71  1 

46.3 

72.9 

54.3 

44.3 

591 

83,3 

50.4 

22.1 

531 

1993 . 

61.6 

62  7 

71.3 

46.6 

731 

.54  7 

45.8 

591 

83  2 

216 

.532 

1994 . 

62.5 

63.5 

71.8 

48.3 

73.6 

55.8 

47.5 

60.8 

65.0 

52.3 

24.5 

55.0 

1993: Jan . 

613 

62  5 

712 

463 

73  0 

543 

45.0 

* ! 

59.0 

49.1 

21.8 

51.6 

614 

625 

712 

46.6 

73  0 

54.3 

45.0 

215 

61.4 

625 

71.2 

47.3 

730 

544 

44.3 

E^iil 

19.4 

53.0 

Apr . 

61.4 

624 

71.2 

46.1 

73.0 

543 

45.4 

L*ia| 

180 

53.1 

61  7 

62  7 

713 

46.4 

731 

546 

46.0 

C  i 

EAkI 

21.7 

532 

June . 

61.6 

62.7 

71.3 

46.3 

73.1 

54.7 

45.2 

«  1 

f  ■ 

502 

188 

53.1 

July . 

61.6 

627 

71.2 

46.5 

73.0 

548 

46.2 

*  • 

M.icl.1 

50.0 

23.5 

52.5 

Aug . 

618 

62  9 

714 

47.2 

73  2 

549 

45.9 

i  i 

■HcvJ 

50.5 

23.5 

53.0 

Sept . 

616 

62  8 

71  3 

46.7 

7.31 

549 

46.3 

?  ; 

■Hell 

50.8 

22.9 

53.4 

Oct . 

618 

629 

714 

46.0 

733 

549 

463 

■AiJ 

51.2 

22.9 

53.9 

Nov . 

619 

63  0 

716 

46.7 

73  4 

551 

47.2 

i  i 

■Helil 

51.5 

22.2 

54.2 

Dec . 

62.0 

63.1 

71.5 

46.5 

73.3 

55.2 

46.9 

55.8 

s 

59.1 

21.5 

E?]|>1 

517 

22.8 

54.5 

1994: Jan . 

62  2 

63  2 

71  5 

48.0 

73  3 

554 

46.9 

560 

55  2 

59  4 

24.5 

83  5 

51  8 

29.8 

540 

reb . 

62  3 

63  4 

71  5 

48.3 

73.3 

55.8 

46.9 

56,4 

55  5 

601 

23.7 

64.4 

518 

25.2 

54.4 

mar . 

62  3 

63  2 

714 

47.9 

73  3 

55  5 

47.6 

561 

55  8 

606 

24.5 

649 

.520 

25.3 

546 

Apr . 

62  3 

63  3 

71  5 

48.1 

73  3 

556 

48.0 

561 

560 

607 

244 

850 

52.3 

25.3 

54.9 

may . 

624 

63  5 

716 

48.2 

734 

559 

48.3 

56  5 

561 

61  3 

23.5 

85.8 

51.9 

21.7 

54.9 

June . 

62.3 

63.3 

71.6 

48.9 

73.3 

55.5 

48.4 

56.0 

56.2 

60.6 

25.4 

64.8 

52.5 

24.7 

55.3 

July . 

624 

63  4 

716 

48.3 

73  4 

55  7 

47.8 

56.3 

,558 

599 

24.4 

642 

524 

24.2 

55.2 

Aug . 

625 

636 

718 

49.0 

73.6 

55.9 

477 

565 

55  8 

600 

24.9 

64.2 

52.4 

24.0 

55.2 

Sept . 

62  7 

63  8 

719 

47.2 

73  8 

562 

45.7 

569 

.56  3 

61  1 

27.3 

851 

525 

24.2 

55.2 

Oct . 

629 

639 

721 

48.8 

73.9 

56.2 

46.9 

.56  8 

566 

61  8 

27.5 

65.8 

52.5 

23.8 

55.3 

Nov . 

63  0 

640 

72  2 

48.3 

741 

562 

47.8 

568 

567 

619 

28.2 

859 

52.5 

23.9 

553 

Dec . 

63.0 

64.0 

72.4 

48.5 

74.2 

56.2 

48.6 

56.7 

56.9 

62.4 

26.7 

66.7 

52.4 

21.2 

55.5 

■  Civilian  employment  as  petcent  of  civilian  noninstitutional  population  in  group  specified. 
Note.— Data  relate  to  persons  16  years  of  age  and  over. 

See  footnote  5  and  Note.  Table  B-33. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-40. — Civilian  unemployment  rate.  1948-94 
(Percent;'  monthly  data  seasonally  adjusted) 


Table  B-41. — Civilian  unemployment  rate  by  demographic  characteristic.  1954-94 
[Pefcent;  ■  monthly  data  seasonally  adjusted] 


Table  B-43. — Unemployment  insurance  programs,  selected  data.  1962-94 


Year  or  month 

State  programs 

Covered 
employ¬ 
ment  ' 

_ 

Insured 
unemploy' 
ment 
(weekly 
aver¬ 
age)  » » 

Total 

benefits 

paid 

(millions 

of 

dollars)  ‘  ‘ 

Insured 

unem¬ 

ployment 

Initial 

claims 

Exhaus¬ 

tions* 

Insured 

Benelits  paid 

ment  as 
percent 
of 

covered 

employ¬ 

ment 

Total 

(millions 

of 

dollars)  ‘ 

m 

Thousands 

Weekly  average;  thousands 

1962 . 

47,776 

1,946 

3,145 

1,783 

302 

32 

4.4 

2.675 

34.56 

1963 . 

48.434 

>1,973 

3,026 

>1.806 

>298 

30 

4.3 

2,775 

35.27 

1964 . 

49,637 

1,753 

2,749 

1,605 

268 

26 

38 

2.522 

35.92 

1965 

51,580 

1,450 

2,360 

1,328 

232 

21 

3.0 

2,166 

37.19 

1966 

54,739 

1,129 

1,891 

1,061 

203 

15 

2.3 

1,771 

39.75 

1967 

56,342 

1,270 

2,222 

1,205 

226 

17 

2.5 

2,092 

41.25 

1968 . 

57,977 

1,187 

2,191 

1,111 

201 

16 

2.2 

2,032 

43.43 

1969 

59,999 

1,177 

2,299 

1,101 

200 

16 

2,1 

2,128 

46.17 

1970 

59,526 

2,070 

4,209 

1,805 

296 

25 

3.4 

3,849 

50.34 

1971 

59,375 

2,608 

6,154 

2,150 

295 

39 

4.1 

4,957 

54.02 

1972 

66,458 

2,192 

5,491 

1.848 

261 

35 

3.5 

4,471 

56.76 

1973 

69,897 

1,793 

4,517 

1,632 

247 

29 

2.7 

4,008 

59.00 

1974 

72,451 

2,558 

6,934 

2,262 

363 

37 

3.5 

5,975 

64.25 

1975 

71,037 

4,937 

16,802 

3,986 

478 

81 

6.0 

11,755 

7023 

1976 

73,459 

3,846 

12,345 

2,991 

386 

63 

4.6 

8,975 

75.16 

1977 

76,419 

3,308 

10,999 

2,655 

375 

55 

3.9 

8,357 

78.79 

1978 

88,804 

2,645 

9,007 

2,359 

346 

39 

3.3 

7.717 

83.67 

1979 . 

92,062 

2,592 

9,401 

2,434 

388 

39 

29 

8,613 

89.67 

1980 . 

92,659 

3,837 

16,175 

3,350 

488 

59 

3.9 

13,761 

98.95 

1981 

93,300 

3,410 

15,287 

3,047 

460 

57 

3.5 

13,262 

106  70 

1982 

91,628 

4,592 

23,775 

4,059 

583 

80 

4.6 

20,650 

119.34 

1983 

91,898 

3,774 

20,206 

3,395 

438 

80 

3.9 

17,763 

123.59 

1984 . 

96,474 

2,560 

13,109 

2,475 

377 

50 

2.8 

12,595 

123.47 

1985 . 

99,186 

2,699 

15.056 

2,617 

397 

49 

2.9 

14,131 

128.14 

1986 . 

101,099 

2,739 

16,293 

2,643 

378 

52 

2.8 

15,329 

135  65 

1987 

103,936 

2,369 

14,929 

2,300 

328 

46 

24 

13,607 

140.55 

1988 . 

107,157 

2,135 

13,694 

2,081 

310 

38 

2.0 

12,565 

144.97 

1989 . 

109,918 

2,205 

14,948 

2,158 

330 

37 

2.1 

13,760 

151.73 

1990 . 

111,490 

2,575 

18,721 

2,522 

388 

45 

2.4 

17,356 

161.56 

1991 

109,641 

3,406 

26,717 

3,342 

447 

67 

3.2 

24.526 

169.88 

1992 . 

110,170 

3,348 

•26,460 

3.245 

408 

74 

3.1 

23,869 

173.64 

1993 

‘112,106 

2,845 

•  22,950 

2,751 

341 

62 

2.6 

20,535 

179.62 

1994  ' . 

2.746 

22,216 

2,671 

340 

57 

2.5 

19,778 

18219 

1993:  Jan . 

3.400 

2.162.7 

2,697 

350 

70 

2.6 

2,075.5 

177  36 

Feb . 

3,355 

2.109.8 

2.631 

341 

66 

25 

2,024.3 

179.47 

Mar . 

3,405 

2,456.4 

2,679 

358 

66 

2.6 

2,3615 

180.70 

fv . 

2,939 

2,034.9 

2,759 

350 

66 

2.6 

1,958.0 

180.50 

Ifay . 

2,604 

1,696.8 

2,789 

348 

59 

2.7 

1,631.5 

180.52 

June 

2,812 

1,882.9 

2,840 

348 

61 

2.7 

1,8110 

179.88 

July 

2,660 

1,750.1 

2,851 

352 

61 

2.7 

1,684.3 

178.30 

Aug 

2,725 

1,814.4 

2,819 

329 

61 

2.7 

1,746.4 

179  71 

Sept 

2,426 

1,616.9 

2,823 

328 

57 

2,7 

1,552.2 

179.61 

Oct 

2,330 

1,472.9 

2,815 

341 

56 

2.7 

1,4025 

180  46 

Kov 

2,570 

1,710.3 

2,776 

335 

56 

2.6 

1,6097 

180.07 

Dec 

2,802 

2,015.6 

2,694 

325 

57 

2.6 

1,905.9 

179.10 

1994:  Jan 

3,521 

2,281.1 

2,720 

369 

64 

2.6 

2,170.7 

181.46 

Feb 

3,517 

2,292.7 

2,791 

351 

60 

2.6 

2,195.4 

183.95 

Mai 

3,406 

2,548.0 

2,744 

340 

61 

2.6 

2,459.4 

183.72 

to 

2,880 

1,961.8 

2,722 

350 

64 

2.6 

1,8916 

183.68 

May 

2,631 

1.814.0 

2,755 

367 

60 

2.6 

1,746  4 

182.60 

June 

2,638 

1,856.1 

2,760 

351 

59 

2.6 

1,770.7 

181.44 

July 

2,581 

1,691.0 

2,738 

349 

60 

2.6 

1,610.8 

179.80 

Aug 

2,579 

1,849.0 

2,679 

327 

57 

25 

1,757.1 

17861 

Sept 

2,185 

1,522.6 

2,622 

320 

49 

2.4 

1,459.8 

181.76 

Oct 

2,206 

1,429.4 

2,567 

325 

51 

2.4 

1,368.1 

182.45 

2.347 

1.588.4 

2.517 

325 

51 

23 

1,520.7 

181.78 

Dec  ' . 

2,530 

1,780.2 

2,507 

327 

51 

2.3 

1,713.1 

184.00 

“Monthly  data  are  seasonally  adjusted. 

'  Includes  persons  under  the  State.  UCFE  (Federal  employee,  effective  January  1955).  RRB  (Railroad  Retirement  Board)  programs,  and 
UCX  (unemployment  compmsation  for  ex-servicememt>ers,  effective  Octoher  1958)  programs. 

*  Includes  State.  UCu,  RR,  UCX,  UCV  (unemployment  compensation  for  veterans,  October  1952-January  1960),  and  SRA 
(Servicemen's  Readjustment  Act,  Smtember  1944-September  1951)  programs.  Also  includes  Federal  and  State  extended  benefit 
programs.  Does  not  include  FSB  (Federal  supplemental  benefits),  SUA  (special  unemployment  assistance).  Federal  Supplemental 
Compensation,  and  Emergency  Unemployment  Compensation  programs,  except  as  noted  in  footnote  9. 

’  Covered  workers  who  have  completed  at  least  1  week  of  unemployment. 

*  Annual  data  are  net  amounts  and  monthly  data  are  gross  amounts. 

*  Individuals  receiving  final  payments  in  benefit  year. 

■  For  total  unemployment  only. 

’  Programs  include  Puerto  Rican  sugarcane  workers  for  initial  claims  and  insured  unemployment  beginning  July  1963. 

■  Latest  data  available  tor  all  programs  combined.  Workers  covered  by  State  programs  account  for  about  97  percent  of  wage  and 
salary  earners. 

*  Including  Emergency  Unemployment  Compensation  and  Federal  Supplemental  Compensation,  total  benefits  paid  for  1992  and  1993 
would  be  (in  millions  of  dollars):  for  1992,  39.8W.6  and  for  1993,  34,876.2. 

Source:  Department  of  Labor,  Employment  and  Training  Administration. 
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Table  B-44. — Employees  on  nonagriaitliiral  payrolb.  by  major  industry,  1946-94 


(Thousands  of  persons,  monthly  data  seasonally  adjusted] 


Year  or  month 

Total 

Goods-producing  industries 

Total 

Mining 

Construc¬ 

tion 

Manufacturing 

Total 

Durable 

goods 

Nondura¬ 
ble  goods 

1946 . 

41,652 

17,248 

862 

1,683 

14,703 

7,785 

6,918 

1947 . 

43,857 

18,509 

955 

2,009 

15,545 

8,358 

7,187 

1948 

44,866 

18,774 

994 

2,198 

15,582 

8,298 

7,285 

1949 

43,754 

17,565 

930 

2,194 

14,441 

7,462 

6,979 

1950 

45,197 

18,506 

901 

2,364 

15,241 

8,066 

7,175 

1951 

47,819 

19,959 

929 

2,637 

16,393 

9,059 

7,334 

1952 

48,793 

20,198 

898 

2,668 

16,632 

9,320 

7,313 

1953 

50,202 

21,074 

866 

2,659 

17,549 

10,080 

7,468 

1954 

48,990 

19,751 

791 

2,646 

16,314 

9,101 

7,213 

1955 

50,641 

20,513 

792 

2,839 

16,882 

9,511 

7,370 

1956 

52,369 

21,104 

822 

3,039 

17,243 

9,802 

7,442 

1957 

52,855 

20,967 

828 

2,962 

17,176 

9,825 

7,351 

1958 

51,322 

19,513 

751 

2,817 

15,945 

8,801 

7,144 

1959 

53,270 

20,411 

732 

3,004 

16,675 

9,342 

7,333 

1960 

54,189 

20,434 

712 

2,926 

16,796 

9,429 

7,367 

1961 

53,999 

19,857 

672 

2,859 

16,326 

9,041 

7,285 

1962 

55,549 

20,451 

650 

2,948 

16,853 

9,450 

7,403 

1963 

56,653 

20,640 

635 

3,010 

16,995 

9,586 

7,410 

1964 

58,283 

21,005 

634 

3,097 

17,274 

9,785 

7,489 

1965 

60,763 

21,926 

632 

3,232 

18,062 

10,374 

7,688 

1966 

63,901 

23,158 

627 

3,317 

19,214 

11,250 

7,963 

1967 

65,803 

23,308 

613 

3,248 

19,447 

11,408 

8,039 

1968 

67,897 

23,737 

606 

3,350 

19,781 

11,594 

8,187 

1969 

70,384 

24,361 

619 

3,575 

20,167 

11,862 

8,304 

1970 

70,880 

23,578 

623 

3,588 

19,367 

11,176 

8,190 

1971 

71,211 

22,935 

609 

3,704 

18,623 

10,604 

8,019 

1972 

73,675 

23,668 

628 

3,889 

19,151 

11,022 

8,129 

1973 

76,790 

24,893 

642 

4,097 

20,154 

11,863 

8,291 

1974 

78,265 

24,794 

697 

4,020 

20,077 

11,897 

8,181 

1975 

76,945 

22,600 

752 

3,525 

18,323 

10,662 

7,661 

1976 

79,382 

23,352 

779 

3,576 

18,997 

11,051 

7,946 

1977 

82,471 

24,346 

813 

3,851 

19,682 

11,570 

8,112 

1978 

86,697 

25,585 

851 

4,229 

20,505 

12,245 

8,259 

1979 

89,823 

26,461 

958 

4,463 

21,040 

12,730 

8,310 

1980 

90,406 

25,658 

1,027 

4,346 

20,285 

12,159 

8,127 

1981 

91,152 

25,497 

1,139 

4,188 

20,170 

12,082 

8,089 

1982 

89,544 

23,812 

1,128 

3,904 

18,780 

11,014 

7,766 

1983 

90,152 

23,330 

952 

3,946 

18,432 

10,707 

7,725 

1984 

94,408 

24,718 

966 

4,380 

19,372 

11,476 

7,896 

1985 

97,387 

24,842 

927 

4,668 

19,248 

11,458 

7,790 

1986 

99,344 

24,533 

777 

4,810 

18,947 

11,195 

7,752 

1987 

101,958 

24,674 

717 

4,958 

18,999 

11,154 

7,845 

1988 

105,210 

25,125 

713 

5,098 

19,314 

11,363 

7,951 

1989 

107,895 

25,254 

692 

5,171 

19,391 

11,394 

7,997 

1990 

109,419 

24,905 

709 

5,120 

19,076 

11,109 

7,968 

1991 

108,256 

23,745 

689 

4,650 

18,406 

10,569 

7,837 

1992 

108,604 

23,231 

635 

4,492 

18,104 

10,277 

7,827 

1993 

110,525 

23,256 

611 

4,642 

18,003 

10,172 

7,831 

1994  ' 

113,427 

23,583 

605 

4,916 

18,063 

10,267 

7,7% 

1993  Jan 

109,490 

23,235 

622 

4,519 

18,094 

10,244 

7,850 

Feb 

109,856 

23,324 

613 

4,595 

18,116 

10,256 

7,860 

Mar 

109,804 

23,263 

615 

4,549 

18,099 

10,238 

7,861 

Apr 

110,096 

23,261 

614 

4,587 

18,060 

10,207 

7,853 

May 

110,285 

23,281 

616 

4,636 

18,029 

10,176 

7,853 

June . 

110,372 

23,225 

608 

4,632 

17,985 

10,145 

7,840 

July 

110,628 

23,232 

606 

4,653 

17,973 

10,135 

7,838 

Aug 

110,714 

23,207 

602 

4,659 

17,946 

10,121 

7,825 

Sept 

110,923 

23,206 

605 

4,667 

17,934 

10,123 

7,811 

Oct 

111,112 

23,245 

605 

4,700 

17,940 

10,135 

7,805 

Nov 

111,366 

23,281 

604 

4,733 

17,944 

10,142 

7,802 

Dec 

111,610 

23:298 

618 

4,738 

17,942 

10,153 

7,789 

1994  Jan 

111,711 

23,328 

616 

4,744 

17,968 

10,182 

7,786 

Feb 

111,919 

23,327 

612 

4,745 

17,970 

10,182 

7,788 

Mar 

112,298 

23,395 

609 

4,806 

17,980 

10,190 

7,790 

112,699 

23,506 

606 

4,893 

18.007 

10,216 

7,791 

May 

112,951 

23,519 

603 

4,907 

18,009 

10,217 

7,792 

June 

113,334 

23,576 

605 

4,927 

18,044 

10,253 

7,791 

July 

113,624 

23,590 

601 

4,944 

18,045 

10,249 

7,7% 

Aug 

113,914 

23,640 

603 

4,942 

18,095 

10,290 

7,805 

Sept 

114,186 

23,673 

605 

4,972 

18,096 

10,306 

7,790 

Oct 

114,348 

23,715 

599 

4,974 

18,142 

10,335 

7,807 

Nov  ' 

114,882 

23,827 

600 

5,044 

18,183 

10,371 

7,812 

Dec  ' . 

115,092 

23,858 

596 

5,044 

18,218 

10,400 

7,818 

Note  — Data  in  Tables  B-44  and  B-4S  are  based  on  reports  from  employing  establishments  and  relate  to  full-  and  part-time  wage  and 
salary  workers  in  nonagricultural  establishments  who  received  pw  for  any  part  of  the  pay  period  which  includes  the  12th  of  the  month. 
Not  comparable  with  labor  force  data  (Tables  B-33  through  B-4Z),  which  include  proprietors,  self-employed  persons,  domestic  servants. 
See  next  /age  lor  contmuitm  o!  Me 
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Table  B-44. — Employees  on  nonagricuhural  payrolls,  by  major  industry.  1946-94 — Continued 
(Thousands  of  persons^  monthly  data  seasonally  adjusted] 


Service-pioducing  industries 


Year  or  month 

Total 

Transpor¬ 
tation  and 
public 
utilities 

Wholesale 

trade 

Retail 

trade 

Finance, 
insurance, 
and  real 
estate 

Services 

Government 

Total 

Federal 

State  and 
local 

1946 . 

24,404 

4,061 

2,298 

6,077 

1,675 

4,697 

5,595 

2,254 

3,341 

1947 . 

25,348 

4,166 

2,478 

6,477 

1,728 

5,025 

5,474 

1,892 

3,582 

1948 . 

26,092 

4,189 

2,612 

6,659 

1,800 

5,181 

5,650 

1,863 

3,787 

1949 . 

26,189 

4,001 

2,610 

6,654 

1,828 

5,239 

5,856 

1,908 

3,948 

1950 . 

26,691 

4,034 

2,643 

6,743 

1,888 

5,356 

6,026 

1,928 

4,098 

1951 . 

27,860 

4,226 

2,735 

7,007 

1,956 

5,547 

6,389 

2,302 

4,087 

1952 . 

28,595 

4,248 

2,821 

7,184 

2,035 

5,699 

6,609 

2,420 

4,188 

1953 . 

29,128 

4,290 

2,862 

7,385 

2,111 

5,835 

6,645 

2,305 

4,340 

1954 . 

29,239 

4,084 

2,875 

7,360 

2,200 

5,969 

6,751 

2,188 

4,563 

1955 . 

30,128 

4,141 

2,934 

7,601 

2,298 

6,240 

6,914 

2,187 

4,727 

1956 . 

31,264 

4,244 

3,027 

7,831 

2,389 

6,497 

7,278 

2,209 

5,069 

1957 . 

31,889 

4,241 

3,037 

7,848 

2,438 

6,708 

7,616 

2,217 

5,399 

1958 . 

31,811 

3,976 

2,989 

7,761 

2,481 

6,765 

7,839 

2,191 

5,648 

1959 . 

32,857 

4,011 

3,092 

8,035 

2,549 

7,087 

8,083 

2,233 

5,850 

1960 . 

33,755 

4,004 

3,153 

8,238 

2,628 

7,378 

8,353 

2,270 

6,083 

1961 . 

34,142 

3,903 

3,142 

8,195 

2,688 

7,619 

8,594 

2,279 

6,315 

1962 . 

35,098 

3,906 

3,207 

8,359 

2,754 

7,982 

8,890 

2,340 

6,550 

1963 . 

36,013 

3,903 

3,258 

8,520 

2,830 

8,277 

9,225 

2,358 

6,868 

1964 . 

37,278 

3,951 

3,347 

8,812 

2,911 

8,660 

9,596 

2,348 

7,248 

1965 . 

38,839 

4,036 

3,477 

9,239 

2,977 

9,036 

10,074 

2,378 

7,6% 

1966 . 

40,743 

4,158 

3,608 

9,637 

3,058 

9,498 

10,784 

2,564 

8,220 

1%7 . 

42,495 

4,268 

3,700 

9,906 

3,185 

10,045 

11,391 

2,719 

8,672 

1968 . 

44,158 

4,318 

3,791 

10,308 

3,337 

10,567 

11,839 

2,737 

9,102 

1969 . 

46,023 

4,442 

3,919 

10,785 

3,512 

11,169 

12,195 

2,758 

9,437 

1970 . 

47,302 

4,515 

4,006 

11,034 

3,645 

11,548 

12,554 

2,731 

9,823 

1971 . 

48,276 

4,476 

4,014 

11,338 

3,772 

11,797 

12,881 

2,696 

10,185 

1972 . 

50,007 

4,541 

4,127 

11,822 

3,908 

12,276 

13,334 

2,684 

10,649 

1973 . 

51,897 

4,656 

4,291 

12,315 

4,046 

12,857 

13,732 

2,663 

11,068 

1974 . 

53,471 

4,725 

4,447 

12,539 

4,148 

13,441 

14,170 

2,724 

11,446 

1975 . 

54,345 

4,542 

4,430 

12,630 

4,165 

13,892 

14,686 

2,748 

11,937 

1976 . 

56,030 

4,582 

4,562 

13,193 

4,271 

14,551 

14,871 

2,733 

12,138 

1977 . 

58,125 

4,713 

4,723 

13,792 

4,467 

15,302 

15,127 

2,727 

12,399 

1978 . 

61,113 

4,923 

4,985 

14,556 

4,724 

16,252 

15,672 

2,753 

12,919 

1979 . 

63,363 

5,136 

5,221 

14,972 

4,975 

17,112 

15,947 

2,773 

13,174 

1980 . 

64,748 

5,146 

5,292 

15,018 

5,160 

17,890 

16,241 

2,866 

13,375 

1981 . 

65,655 

5,165 

5,375 

15,171 

5,298 

18,615 

16,031 

2,772 

13,259 

1982 . 

65,732 

5,081 

5,295 

15,158 

5,340 

19,021 

15,837 

2,739 

13,098 

1983 . 

66,821 

4,952 

5,283 

15,587 

5,466 

19,664 

15,869 

2,774 

13,0% 

1984 . 

69,690 

5,156 

5,568 

16,512 

5,684 

20,746 

16,024 

2,807 

13,216 

1985 . 

72,544 

5,233 

5,727 

17,315 

5,948 

21,927 

16,394 

2,875 

13,519 

1986 . 

74,811 

5,247 

5,761 

17,880 

6,273 

22,957 

16,693 

2,899 

13,794 

1987 . 

77,284 

5,362 

5,848 

18,422 

6,533 

24,110 

17,010 

2,943 

14,067 

1988 . 

80,086 

5,514 

6,030 

19,023 

6,630 

25,504 

17,386 

2,971 

14,415 

1989 . 

82,642 

5,625 

6,187 

19,475 

6,668 

26,907 

17,779 

2,988 

14,791 

1990 . 

84,514 

5,793 

6,173 

19,601 

6,709 

27,934 

18,304 

3,085 

15,219 

1991 . 

84,511 

5,762 

6,081 

19,284 

6,646 

28,336 

18,402 

2,966 

15,436 

1992 . 

85,373 

5,721 

5,997 

19,356 

6,602 

29,052 

18,645 

2,969 

15,676 

1993 . 

87,269 

5,787 

5,958 

19,717 

6,712 

30,278 

18,817 

2,915 

15,902 

1994  . 

89,844 

5,843 

6,059 

20,309 

6,789 

31,803 

19,041 

2,870 

16,171 

1993:  Jan . 

86,255 

5,768 

5,957 

19,500 

6,661 

29,642 

18,727 

2,940 

15,787 

Feb . 

86,532 

5,782 

5,952 

19,607 

6,669 

29,767 

18,755 

2,939 

15,816 

Mar . 

86,541 

5,777 

5,945 

19,564 

6,676 

29,818 

18,761 

2,933 

15,828 

Apr . 

86,835 

5,784 

5,950 

19,642 

6,688 

29,992 

18,779 

2,923 

15,856 

May . 

87,004 

5,788 

5,959 

19,672 

6,694 

30,103 

18,788 

2,914 

15,874 

June . 

87,147 

5,789 

5,949 

19,695 

6,704 

30,206 

18,804 

2,908 

15,8% 

July . 

87,396 

5,800 

5,962 

19,735 

6,718 

30,355 

18,826 

2,903 

15,923 

Aug . 

87,507 

5,786 

5,954 

19,770 

6,724 

30,451 

18,822 

2,906 

15,916 

Sept . 

87,717 

5,783 

5,962 

19,805 

6,735 

30,545 

18,887 

2,902 

15,985 

Oct . 

87,867 

5,798 

5,965 

19,822 

6,748 

30,661 

18,873 

2,901 

15.972 

Nov . 

88,085 

5,800 

5,971 

19,848 

6,763 

30,816 

18,887 

2,900 

15,987 

Dec . 

88,312 

5,792 

5,976 

19,931 

6,769 

30,926 

18,918 

2,915 

16,003 

1994: Jan . 

88,383 

5,793 

5,990 

19,924 

6,771 

31,004 

18,901 

2,893 

16,008 

Feb . 

88,592 

5,803 

6,003 

19,965 

6,776 

31,129 

18,916 

2,892 

16,024 

Mar . 

88,903 

5,816 

6,013 

20,026 

6,781 

31,326 

18,941 

2,884 

16,057 

Apr . 

89,193 

5,759 

6,028 

20,137 

6,791 

31,497 

18,981 

2,882 

16,099 

May . 

89,432 

5,843 

6,037 

20,153 

6,787 

31,598 

19,014 

2,870 

16.144 

June . 

89,758 

5,849 

6,049 

20,279 

6,798 

31,765 

19,018 

2,859 

16,159 

July . 

90,034 

5,857 

6,053 

20,386 

6,797 

31,918 

19,023 

2,859 

16,164 

Aug . 

90,274 

5,866 

6,079 

20,405 

6,801 

32,036 

19,087 

2,858 

16,229 

Sept . 

90,513 

5,865 

6,095 

20,470 

6,794 

32,138 

19,151 

2,863 

16,288 

Oct . 

90,633 

5,867 

6,106 

20,523 

6,786 

32,231 

19,120 

2,858 

16,262 

Nov  . 

91,055 

5,888 

6,117 

20,655 

6,791 

32,414 

19,190 

2,854 

16,336 

Dec  '. . 

91,234 

5,915 

6,132 

20,736 

6,791 

32,497 

19,163 

2,869 

16,294 

Note  (cont’d).— which  count  persons  as  employed  when  they  are  not  at  work  because  of  industrial  disputes,  bad  weather,  etc.,  even 
it  they  are  not  paid  for  the  time  off;  and  which  are  based  on  a  sample  of  the  working-age  population  For  description  and  details  of  the 
various  establishment  data,  see  ‘Employment  and  Earnings." 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-45. — Hours  and  earnings  in  private  nonagricultural  industries.  19i9-94' 
[Monthly  data  seasonally  adjusted,  except  as  noted] 


Average  weekly  hours 


Average  hourly  earnings 


Average  weekly  earnings,  total  private 


Manufacturing  | 

Manu- 

Percent  change 
from  year 
earlier  ’ 

Year  or  month 

Total 

private 

Over¬ 

time 

Current 

dollars 

1982 
dollars  ’ 

fac- 

_ 

Total 

(current 

dollars) 

Current 

dollars 

1982 
dollars  ’ 

Current 

dollars 

1982 
dollars  ’ 

1959 . 

39.0 

$2.02 

$6.69 

$2.19 

$78.78 

$260.86 

4.9 

4.2 

1960 . 

38.6 

HI 

2.09 

6.79 

2.26 

80.67 

261.92 

2.4 

.4 

1961 . 

38.6 

2.14 

6.88 

2.32 

82.60 

265.59 

2.4 

1.4 

1%2 

38.7 

2.8 

2.22 

7.07 

2.39 

85.91 

273.60 

3.0 

1%3 

38.8 

2.8 

2.28 

7.17 

2.45 

88.46 

278.18 

3.0 

1.7 

1964 

38.7 

40.7 

3.1 

2.36 

7.33 

2.53 

91.33 

283.63 

3.2 

2.0 

1965 . 

38.8 

41.2 

3.6 

2.46 

7.52 

2.61 

95.45 

291.90 

4.5 

2.9 

1966 

38.6 

41.4 

3.9 

2.56 

7.62 

2.71 

98.82 

294.11 

3.5 

.8 

1967  . 

38.0 

40.6 

3.4 

2.68 

7.72 

2.82 

101.84 

293.49 

3.1 

-.2 

1968 

37.8 

^VTiTl 

3.6 

2.85 

7.89 

3.01 

107.73 

298.42 

5.8 

1.7 

1969 

37.7 

Kpfl 

3.6 

3.04 

7.98 

3.19 

114.61 

300.81 

6.4 

.8 

1970 

37.1 

39.8 

3.0 

3.23 

803 

3.35 

119.83 

298.08 

4.6 

-.9 

1971 

36.9 

39.9 

2.9 

3.45 

8.21 

3.57 

127.31 

303.12 

6.2 

1.7 

1972 

37.0 

40.5 

3.5 

3.70 

8.53 

3.82 

136.90 

315.44 

7.5 

4.1 

1973 

36.9 

40.7 

3.8 

3.94 

8.55 

4.09 

145.39 

315.38 

6.2 

-.0 

1974 . 

36.5 

40.0 

3.3 

4.24 

8.28 

4.42 

154.76 

302.27 

6.4 

-4.2 

1975 

36.1 

39.5 

2.6 

4.53 

8.12 

4.83 

163.53 

293.06 

5.7 

-3.0 

1976 

36.1 

40.1 

3.1 

4.86 

8.24 

5.22 

175.45 

297.37 

7.3 

1.5 

1977 

36.0 

40.3 

3.5 

5.25 

8.36 

5.68 

189.00 

300.96 

7.7 

1.2 

1978 

35.8 

40.4 

3.6 

5.69 

8.40 

6.17 

203.70 

300.89 

7.8 

-.0 

1979 

35.7 

40.2 

3.3 

6.16 

8.17 

6.70 

219.91 

291.66 

8.0 

-3.1 

1980 

35.3 

39.7 

2.8 

6.66 

7.78 

7.27 

235.10 

27465 

6.9 

-5.8 

1981 

35.2 

39.8 

2.8 

7.25 

7.69 

7.99 

255  20 

270.63 

8.5 

-1.5 

1982 

34.8 

38.9 

i1 

7.68 

7.68 

8.49 

267.26 

267.26 

4.7 

-1.2 

1983 . 

35.0 

KDU 

8.02 

7.79 

8.83 

280.70 

272.52 

5.0 

2.0 

1984 

35.2 

40.7 

8.32 

7.80 

9.19 

292.86 

274.73 

4.3 

.8 

1985 

34.9 

^Brn 

8.57 

7.77 

9.54 

299.09 

271.16 

2.1 

-1.3 

1986 

34.8 

40.7 

8.76 

7.81 

9.73 

304.85 

271.94 

1.9 

.3 

1987 

34.8 

41.0 

^HTrl 

8.98 

7.73 

9.91 

312.50 

269.16 

2.5 

1988 

34.7 

41.1 

3.9 

9.28 

7.69 

10.19 

322.02 

266.79 

3.0 

-.9 

1989 

34.6 

41.0 

3.8 

9.66 

7.64 

10.48 

334.24 

264.22 

3.8 

-1.0 

1990 

34.5 

40.8 

3.6 

10.01 

7.52 

10.83 

345.35 

259.47 

3.3 

-1.8 

1991 

34.3 

40.7 

3.6 

10.32 

7.45 

11.18 

353.98 

255.40 

2.5 

-1.6 

1992 

34.4 

41.0 

3.8 

10.57 

7.41 

11.46 

363.61 

254.99 

2.7 

-.2 

1993 

34.5 

41.4 

4.1 

10.83 

7.39 

11.74 

373.64 

254.87 

2.8 

-.0 

1994  ' 

34.6 

42.0 

4.7 

11.12 

7.40 

12.06 

384.75 

255.99 

3.0 

.4 

1993  Jan 

34.4 

41.3 

4.0 

10.72 

7.40 

11.60 

368.77 

254.50 

3.3 

.1 

Feb 

34.4 

41.5 

4.2 

10.73 

7.38 

11.62 

369.11 

254.03 

2.1 

-1.0 

Mar 

34.2 

41.1 

4.0 

10.77 

7.40 

11.64 

368.33 

252.97 

2.0 

-1.0 

Apf 

34.4 

41.4 

4.1 

10.77 

7.38 

11.69 

370.49 

253.76 

2.8 

-.3 

May 

34.7 

41.4 

4.1 

10.81 

7.38 

11.69 

375.11 

256.22 

3.6 

.5 

June 

34.4 

41.3 

4.1 

10.81 

7.38 

11.71 

371.86 

253.83 

2.7 

-.1 

July 

34.5 

41.4 

4.1 

10.82 

mm 

11.73 

373.29 

254.46 

2.9 

.2 

Aug . 

34.6 

41.5 

4.1 

10.86 

11.77 

375.76 

255.62 

2.8 

.1 

Sept . 

34.4 

41.5 

4.2 

10.88 

11.82 

374.27 

254.43 

3.0 

.5 

Oct . 

34.5 

41.6 

4.3 

10.92 

11.84 

376.74 

255.07 

3.1 

.5 

Nov . 

34.6 

41.7 

4.4 

10.94 

11.87 

378.52 

255.76 

2.3 

-.2 

Dec 

34.5 

41.7 

4.4 

10.96 

7.40 

11.93 

378.12 

255.14 

3.2 

.7 

1994  Jan 

34.8 

41.7 

4.5 

11.02 

7.43 

11.95 

383.50 

258.60 

3.7 

1.3 

Feb . 

34.3 

41.3 

4.5 

11.03 

7.42 

12.01 

378.33 

254.60 

2.5 

.1 

Mar 

34.6 

42.1 

4.7 

11.02 

7.39 

12.00 

381.29 

255.73 

3.5 

1.2 

Apf 

34.7 

42.2 

4.8 

11.05 

7.40 

12.00 

383.44 

256.83 

3.5 

1.3 

May 

34.8 

42.1 

4.7 

11.09 

7.42 

12.00 

385.93 

258.15 

2.8 

.7 

June . 

34.6 

42.0 

4.7 

11.08 

7.39 

12.03 

383.37 

255.58 

3.1 

.6 

July 

34.6 

42.0 

4.6 

11.11 

7.38 

12.05 

384.41 

255.25 

3.0 

.3 

Afo 

34.4 

42.0 

4.6 

11.13 

7.36 

12.08 

382.87 

253.22 

1.8 

-1.0 

Sept . . 

34.6 

42.0 

4.7 

11.17 

7.38 

12.12 

386.48 

255.27 

3.3 

.3 

Utt 

34.9 

42.1 

4.7 

11.25 

7.43 

12.14 

392.63 

259.16 

3.8 

1.2 

34.6 

42.1 

4.8 

11.23 

7.39 

12.17 

388.56 

255.80 

2.7 

.0 

Dec  ' . 

34.6 

42.2 

4.8 

11.25 

7.39 

12.19 

389.25 

255.75 

m 

.3 

'  For  production  or  nonsupervisory  workers:  total  includes  private  industry  groups  shown  in  Table  B-44. 

’Current  dollars  divided  by  the  consumer  price  index  tor  urban  wage  earners  and  clerical  workers  on  a  1982  =  100  base. 
’  Percent  changes  are  based  on  data  that  are  not  seasonally  adjusted. 

Note.— See  Note,  Table  B-44. 

Source;  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-46. — Employment  cost  index,  prirate  industry,  1980-94 


Total  prwale  | 

Goods-producing  | 

Servrce-produang  | 

Manulacturing  | 

Nonmanulacturmg 

Year  and  rranth 

Total 

com¬ 

pen¬ 

sation 

Wages 

and 

sala¬ 

ries 

Bene- 
lils ' 

Total 

corrv 

pen- 

satkm 

Wages 

and 

sala¬ 

ries 

Bene 

Ids  ■ 

Total 

com¬ 

pen¬ 

sation 

Wages 

arid 

sala¬ 

ries 

Berw- 

6ts' 

Total 

corn- 

pen- 

sation 

Wages 

and 

sala¬ 

ries 

Bene- 
fds  * 

Total 

com¬ 

pen¬ 

sation 

Wages 

and 

sala¬ 

ries 

Bene¬ 
fits  ' 

Index,  June  1989=100;  not  seasonally  adjusted 

December: 

1980 

648 

671 

.59  4 

667 

69  7 

605 

63  3 

65  3 

58.4 

66.0 

689 

599 

642 

662 

59.1 

1981 

71? 

73  0 

66.6 

73,3 

75  7 

682 

69  5 

71  1 

651 

72.5 

74.9 

67  5 

70.4 

72.1 

66.1 

1982 

75  8 

77  6 

71.4 

77  8 

800 

73.2 

741 

75.9 

69.6 

76.9 

791 

724 

75.1 

76.8 

/0.6 

1983 

801 

81.4 

76.7 

81.6 

83  2 

78.3 

789 

80.2 

75.2 

80.8 

82.5 

lib 

79.6 

81.0 

/6.2 

1984 

840 

848 

81  7 

854 

86  4 

83  2 

82  9 

83  7 

80.4 

85.0 

861 

82  7 

83  4 

84.2 

81.1 

1985 

873 

883 

846 

882 

89  4 

85  7 

866 

87  7 

83  6 

87.8 

89? 

85.0 

87.0 

88.0 

84.4 

1986 

901 

91  1 

87  5 

91  0 

92  3 

88  3 

89.3 

903 

868 

90.7 

921 

8/5 

89/ 

90.6 

8/5 

1987 

931 

941 

905 

93  8 

95  2 

90.9 

92  6 

934 

90.2 

93.4 

95.2 

89.8 

92.9 

93./ 

91.0 

1988 

9/6 

98.0 

%.7 

97.9 

982 

97.3 

9/3 

97.8 

96.1 

97.6 

98.1 

96.6 

97.5 

97.8 

%.8 

1989 

102  3 

102.0 

102  6 

102  1 

102  0 

102  6 

102.3 

102  2 

102  6 

102.0 

101.9 

102.3 

102.3 

102.2 

102.8 

1990 

10/0 

106.1 

109.4 

107.0 

105  8 

1099 

107  0 

106  3 

109  0 

107.2 

106.2 

109  5 

106  9 

106.1 

109.3 

1991 

111.7 

110.0 

116.2 

111,9 

109  7 

1167 

1116 

1102 

1157 

112.2 

1103 

116.1 

111.5 

109.8 

116.2 

1992 

1156 

1129 

122  2 

1161 

112  8 

1234 

1152 

1130 

121  2 

116.5 

113/ 

1226 

1151 

112  6 

122.0 

1993 

1198 

1164 

128.3 

1206 

1161 

130.3 

119  3 

116.6 

1267 

1213 

1173 

liJOO 

1190 

116.0 

12/.4 

1994 

123.5 

119.7 

133.0 

124.3 

119.6 

134.8 

122.8 

119.7 

131.5 

125.1 

120.8 

134.3 

122.6 

119.1 

132.3 

1993:  Mar 

1171 

113.9 

125.2 

118.0 

113  8 

127  3 

1164 

1139 

123.4 

118.6 

114.7 

1268 

116.3 

113.4 

124.2 

June 

1180 

114.6 

1267 

119.1 

1145 

1290 

1173 

114.7 

124  6 

119.7 

115  5 

1286 

117.2 

114.2 

125.5 

Sept 

1191 

115.7 

127.7 

119  9 

115.3 

1.300 

1185 

1159 

125  7 

120.6 

116.3 

1297 

118.4 

115.4 

126.5 

Dec . 

119  8 

116.4 

128.3 

120.6 

1161 

1303 

119.3 

116.6 

126.7 

121.3 

11/3 

i:jo.o 

119.0 

116.0 

12/.4 

1994:  Mar . 

1210 

117.2 

130.7 

121.8 

1169 

132.7 

1204 

117.3 

128.9 

122.5 

118.0 

1320 

120.3 

116.8 

129.9 

June . 

122  0 

1181 

131  7 

12,30 

1180 

13,3  9 

121  2 

1182 

129/ 

123.5 

119.0 

133.0 

121.2 

11/./ 

130.8 

Sept . 

123  0 

1191 

132  8 

123  9 

1189 

1.34  8 

122.3 

1192 

1.312 

124.4 

1200 

1.33.9 

1223 

118/ 

132.2 

Dec . 

123.5 

119.7 

133.0 

124.3 

1196 

134.8 

122.8 

119.7 

131.5 

125.1 

120.8 

134.3 

122.6 

119.1 

132.3 

Index,  June  1989 

f  100;  seasonally  adjusted 

1993:  Mar . 

1169 

1139 

124  8 

1177 

113  8 

126  8 

116.3 

1139 

123.1 

118.4 

114.7 

1261 

116.2 

113.4 

123.8 

June . 

1179 

114.6 

126  5 

1188 

1145 

128.7 

11/2 

114.7 

124  5 

119.6 

1155 

128  3 

117.2 

114.2 

125.3 

Sept . 

1189 

115.6 

127.7 

119.7 

1153 

1299 

118.3 

1158 

1257 

120.6 

116.3 

129/ 

118.3 

115.3 

126.5 

Dec . 

1199 

116.4 

129.1 

120.7 

116.1 

131.2 

119.4 

116.7 

1272 

121.6 

117.3 

1310 

119.2 

116.1 

12/9 

1994:  Mar . 

120.8 

117.3 

130.2 

121.5 

116.9 

132.2 

120  2 

117.4 

128.5 

122.3 

1180 

1313 

120.2 

116.8 

129.5 

121.8 

118.3 

131.5 

122.7 

118.0 

133.5 

121.1 

118.2 

129.6 

123.4 

119.0 

132/ 

121  2 

11/  / 

i;<o/ 

122.8 

119.1 

132.8 

123.7 

118.9 

134.7 

122.1 

119.1 

131.2 

124.5 

120.0 

133.9 

1222 

1186 

132? 

Dec . 

123.6 

119.8 

133.8 

124.5 

119.6 

135.8 

122.9 

119.7 

132.0 

125.4 

120.8 

135.3 

122.8 

119.2 

132.9 

Percent  change  from  12  months  earlier,  not  seasonally  adjusted 

December: 

1 

1980 . 

96 

91 

117 

99 

94 

10  8 

97 

88 

12  5 

9.8 

9.4 

10.5 

9.7 

8.9 

12.6 

1981 . 

99 

88 

121 

99 

86 

12  7 

98 

89 

115 

9.8 

8/ 

12/ 

9/ 

8.9 

11.8 

1982 . 

6  5 

6.3 

7.2 

61 

57 

7  3 

66 

68 

69 

61 

56 

1.3 

6.7 

65 

6.8 

1983 . 

57 

4.9 

7.4 

4.9 

40 

7.0 

65 

5.7 

8.0 

51 

4.3 

to 

6.0 

5.5 

1.9 

1984 . 

4.9 

4.2 

65 

4.7 

3.8 

6.3 

51 

4.4 

6.9 

5.2 

4.4 

6/ 

4.8 

4.0 

6.4 

1985 . 

39 

4.1 

3.5 

3.3 

35 

3.0 

45 

4.8 

4.0 

3.3 

3.6 

2.8 

4.3 

4.5 

4.1 

1986 . 

32 

32 

34 

32 

32 

,3  0 

.31 

3.0 

38 

3.3 

3.3 

2.9 

3.1 

3.0 

3.1 

1987 . 

3.3 

3  3 

34 

31 

31 

29 

.3  7 

34 

3.9 

3.0 

34 

2.6 

3.6 

3.4 

4.0 

1988 . 

48 

41 

69 

4.4 

,3  2 

7.0 

51 

4.7 

65 

4.5 

3.0 

l.b 

50 

4.4 

6.4 

1989 . 

48 

4.1 

6.1 

4.3 

39 

5.4 

51 

4.5 

6.8 

4.5 

3.9 

5.9 

4.9 

45 

6.2 

1990 . 

46 

4.0 

6.6 

4.8 

37 

7.1 

46 

4.0 

6.2 

5.1 

4.2 

/.O 

4.5 

3.8 

6.3 

1991 . 

44 

37 

62 

4.6 

3  7 

62 

43 

3/ 

6.1 

4.7 

3.9 

6.0 

4.3 

3.5 

6.3 

1992 . 

3.5 

2.6 

5.2 

3.8 

2.8 

5.7 

3.2 

2.5 

4.8 

3.8 

3.1 

5.6 

3.2 

2.6 

5.0 

1993 . 

,36 

31 

50 

,39 

29 

5.6 

3.6 

3.2 

4.5 

4.1 

3.2 

6.0 

3.4 

3.0 

4.4 

1994 . 

3.1 

2.8 

3.7 

3.1 

3.0 

3.5 

2.9 

2.7 

3.8 

3.1 

3.0 

3.3 

3.0 

2.1 

3.8 

1993:  Mar . 

3.5 

2.7 

5.6 

4.0 

2.8 

6.3 

3.2 

2.5 

4.8 

4.0 

29 

63 

32 

24 

51 

3.6 

2.7 

5.8 

4.2 

2.8 

7.0 

3.3 

2.7 

4.9 

4.4 

2.9 

71 

33 

2.6 

51 

37 

3  1 

54 

40 

29 

63 

3.6 

3.2 

4.4 

4.2 

3.0 

6.7 

3.5 

3.1 

4.5 

Dec . 

3.6 

3.1 

5.0 

3.9 

2.9 

5.6 

3.6 

3.2 

4.5 

4.1 

3.2 

6.0 

3.4 

3.0 

4.4 

1994:  Mar . 

3.3 

2.9 

4.4 

3.2 

2.7 

4.2 

3.4 

3.0 

45 

33 

2.9 

4.1 

3.4 

3.0 

46 

3.4 

3.1 

3.9 

3.3 

3.1 

3.8 

3.3 

3.1 

4.1 

3.2 

3.0 

34 

3.4 

3.1 

4? 

Sept . 

33 

29 

40 

3.3 

31 

3.7 

3? 

2.8 

4.4 

3.2 

3.2 

3.2 

3.3 

29 

4.5 

Dec . 

3.1 

2.8 

3.7 

3.1 

3.0 

3.5 

2.9 

2.1 

3.8 

3.1 

3.0 

3.3 

3.0 

2.1 

3.8 

P 

ercent  change  from  3  months  earlier,  seasonally  adjusted 

1993:  Mar . 

1.0 

0.8 

1.5 

1.2 

0.9 

21 

0.9 

0.7 

1.2 

14 

09 

21 

0.8 

0.6 

1  1 

.9 

.6 

14 

.9 

.6 

1.5 

f 

.7 

1.1 

l.( 

.7 

1.7 

.£ 

.7 

1  2 

.8 

.9 

.9 

.8 

.7 

.9 

.9 

1.0 

1.0 

.f 

.7 

1  1 

.! 

l.C 

l.( 

Dec . 

.8 

.7 

1.1 

8 

7 

10 

.« 

.t 

1.2 

.« 

l.( 

.1 

.7 

1.1 

1994:  Mar . 

i 

.! 

.i 

{ 

.i 

.6 

1.0 

.6 

.6 

2 

.f 

.6 

1.; 

.8 

.9 

1.0 

1.0 

.9 

l.( 

.] 

.9 

.« 

f 

1.1 

.f 

.{ 

! 

.8 

.7 

1.0 

.{ 

.1 

S 

( 

.i 

1.2 

.! 

.( 

.! 

f 

.( 

1.1 

Dec . 

7 

.6 

.8 

.6 

.6 

8 

.7 

.5 

.6 

.7 

.7 

1.0 

.5 

.5 

.5 

'  Employef  costs  lof  etnployee  benefits. 

Note.— The  empfoyment  cost  index  is  a  measure  of  the  change  in  the  cost  of  labor,  free  from  the  influence  of  employment  shifts 
among  occupations  and  industries. 

Data  exclude  farm  and  household  workers. 

Through  December  1981,  percent  changes  are  based  on  unrounded  data;  thereafter  changes  are  based  on  indexes  as  published. 
Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-47. — Produclirily  and  nlated  data,  business  sector,  I9iO-94 
(1982  =  100:  quarterly  data  seasonally  adjusted] 


Output  per  hour  Output' 
ot  all  persons 


Compensation  Real  compensation  Unit  labor  costs 
per  hour’  per  houf* 


Table  B-48. — Changes  in  productirily  and  related  data,  business  sector.  I9iO-94 
(Percent  change  from  preceding  period;  quarterly  data  at  seasonally  adjusted  annual  rates] 


'  Output  refers  to  gross  domestic  product  origrnating  in  the  sector  in  1987  dollars 

>  Hours  at  work  of  all  persons  engaged  in  the  sector,  including  hours  of  proprietors  and  unpaid  family  workers  Estimates  based 
primarily  on  establishment  data 

’  Wages  and  salaries  of  employees  plus  employers'  contributions  for  social  insurance  and  private  benefit  plans.  Also  includes  an 
estimate  of  wages,  salaries,  and  supplemental  payments  for  the  self-employed 
'■  Hourly  compensation  divided  by  the  consumer  price  indei  for  all  urban  consumers. 

*  Current  dollar  gross  domestic  product  divided  by  constant  dollar  gross  domestic  product 

Note  —Percent  changes  are  based  on  original  data  and  may  differ  slightly  from  percent  changes  based  on  indeies  in  Table  B-47 
Source:  Department  of  labor.  Bureau  of  labor  Statistics. 
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PRODUCTION  AND  BUSINESS  ACTIVITY 


Table  B-49. — Industrial  production  indexes,  major  industry  divisions.  1947-94 
1 1987  >  100:  monthly  data  sea«)nally  ad|u$ted| 


Table  B-50. — Industnal  production  indexes,  market  groupings.  1947-94 
(1987  >  100;  monthly  data  seasonally  adjusted) 


Xjt3l  Consumer  goods  Equipment  Inter- 

industfid)  mcdiAtc 

production  Total  S)****  Non-  .  l*^®**"  Total 

Total  dHile  Total  ■  ^  » 

ucts  aOMk  8®** 


'  Two  components— oil  and  gas  well  drilling  and  manufactured  homes— are  included  in  total  equipment,  but  not  in  detail  shown. 
Source:  Board  of  Governors  of  the  Federal  Reserve  System. 


Table  B-51. — Industrial  production  indexes,  selected  manufactures,  1947-94 
[1987  =  100;  monthly  data  seasonally  adjusted) 


Table  B-52. — Capacity  utilization  rates.  1948-94 
(Percent;'  monthly  data  seasonally  adjusted) 


'Output  as  percent  ol  capacity. 


Source:  Board  of  Governors  ol  the  Federal  Reserve  System. 
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Table  B-53. — New  construction  activity,  1929-94 
(Value  put  in  place,  billions  of  dollats;  monthly  data  at  seasonally  adjusted  annual  rates] 


Table  B-53. — New  consiruclion  activity,  1929-94 — Continued 


[ValM  put  in  place,  billions  of  dollars:  monthly  data  at  seasonally  adjusted  annual  rates) 


Year  or  month 

Total 

new 

construc¬ 

tion 

Private  construction 

Public  construction 

Total 

Residential 
buildings ' 

Nonresidential  buildings  and  other 
construction  ■ 

Total 

Federal 

state  and 
local* 

Total* 

New 

housing 

units 

Total 

Com¬ 

mer¬ 

cial* 

Indus¬ 

trial 

Other  ♦ 

1993:  Jan . 

450.5 

333.9 

206.1 

138.4 

127.8 

45.1 

20.0 

62.7 

116.6 

14.1 

— 

102.5 

Feb . 

452.2 

207.2 

1420 

125.3 

45.4 

VTim 

60.0 

■Il¥1 

14.5 

105.2 

Mar 

452.5 

206.1 

140.0 

128.4 

45.0 

BTeI 

61.9 

BtfJLl 

16.4 

101.5 

SP' 

4493 

201.6 

136.7 

125.0 

44.4 

Bi!ri 

62.2 

WIXTmm 

15.4 

107.3 

May 

452.3 

332.5 

203.8 

138.4 

128.7 

46.8 

BliI 

62.8 

BitTi 

12.8 

107.0 

June 

461.0 

335.4 

206.2 

139.6 

129.2 

46.8 

18.7 

63.8 

125.6 

13.2 

112.4 

July . 

463.1 

335.8 

206.5 

141.0 

129.2 

45.4 

19.2 

64.6 

127.4 

14.3 

113.1 

Aug 

464.7 

339.3 

208.5 

143.1 

■flif] 

464 

■lTI 

64.9 

125.4 

13.6 

Sept 

470.S 

342.5 

211.5 

145.3 

Hidil 

46.5 

BliH 

65.0 

14.8 

^B 

Oct 

477.S 

350.2 

216.6 

149.5 

133.6 

48.1 

66.3 

B'tnTl 

13.9 

^B  iw, 

Nov 

490.2 

360.4 

222.4 

154.1 

138.0 

51.5 

BlkI 

67.3 

BuItI 

14.1 

Dec 

499.9 

367.3 

228.5 

159.5 

138.7 

51.4 

20.4 

67.0 

B 

14.4 

1994:  Jan . 

488.5 

363.9 

229.8 

160.8 

134.1 

47.7 

19.7 

BRR 

14.3 

110.3 

Feb . 

485.9 

361.9 

233.3 

164.2 

128.6 

463 

B 

107.5 

Mar . 

496.0 

mnsM 

236.8 

167.0 

134.9 

50.4 

^B  xicl 

■Is 

110.8 

^ . 

497.0 

374.1 

238.0 

168.4 

136.0 

52.0 

122.9 

Hm 

109.9 

May . 

504.4 

378.2 

241.2 

170.1 

137.1 

52.3 

126.1 

112.7 

June . 

506.1 

379.3 

240.7 

168.9 

138.7 

52.6 

KIJ 

126.8 

13.1 

113.7 

July . 

505.4 

376.5 

237.8 

168.8 

138.7 

52.3 

21.1 

65.3 

1290 

13.3 

Aug . 

505.5 

376.2 

236.9 

167.9 

52.0 

65.4 

129.3 

Sept . 

514.2 

382.3 

238.5 

168.9 

53.7 

67.4 

131.9 

Oct . 

521.4 

384.9 

239.3 

167.8 

54.4 

68.8 

136.5 

121.0 

Nov  » . 

524.4 

392.3 

242.4 

169.3 

56.1 

69.0 

132.1 

116.9 

Dec  e . 

530.0 

394.4 

244.4 

170.8 

150.0 

56.8 

23.8 

69.4 

135.7 

Bill 

120.0 

■  Beginning  1960,  farm  residential  buildings  included  in  residential  buildings:  prior  to  1960,  included  in  nonresidential  buildings  and 
other  construction. 

*  Includes  resktentlal  improvements,  not  shown  separately.  Prior  to  1964,  also  includes  nonhousekeeping  units  (hotels,  motels,  etc.). 
’  Office  buildings,  warehouses,  stores,  restaurants,  garages,  etc.,  and,  b^inning  1964,  hotels  and  motels:  prior  to  1964  hotels  and 

motels  are  included  in  total  residential. 

*  Religious,  educational,  hospital  and  institutional,  miscellaneous  nonresidential,  farm  (see  also  footnote  1),  public  utilities 
(telecommunications,  gas,  electric,  railroad,  and  petroleum  pipelines),  and  all  other  private. 

*  Includes  Federal  grants-in-ak)  for  State  and  local  projects. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 
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Table  B-54. — New  housing  units  started  and  authorized,  1959-94 
[Thousamis  of  units] 


Year  or  month 

New  housing  units  started 

New  private  housing  units  authorized  * 

Private  and  public  ■ 

Private  (farm  and  nonfarm) ' 

Total 

Type  of  structure 

Total 
(farm  and 
nonfarm) 

Nonfarm 

Total 

Type  of  structure 

1  unit 

2  to  4 
units 

5  units 
or  more 

1  unit 

2to4 

units 

5  units 
or  more 

1959 . 

1,553.7 

1,531.3 

1,517.0 

1,234.0 

282.9 

1,208.3 

938.3 

77.1 

192.9 

1960 . 

1,296.1 

1,274.0 

1,252.2 

994.7 

257.5 

998.0 

7461 

64.6 

187.4 

1961 

1,365.0 

1,313.0 

974.3 

338.7 

1,064.2 

722.8 

67.6 

273.8 

1962 

1,492.5 

1,462.9 

991.4 

471.5 

1,186.6 

716.2 

87.1 

383.3 

1963 

1,634.9 

1,614.8 

1,603.2 

1,012.4 

590.7 

1,334.7 

750.2 

118.9 

465.6 

1964 

1,561.0 

1,534.0 

1,528.8 

970.5 

108.4 

450.0 

1,285.8 

720.1 

100.8 

464.9 

1965 

1,509.7 

1,487.5 

1,472.8 

963.7 

86.6 

4225 

1,239.8 

709.9 

84.8 

445.1 

1966 

1,195.8 

1,172.8 

1,164.9 

778.6 

61.1 

3251 

971.9 

563.2 

61.0 

347.7 

1967 

1,321.9 

1,298.8 

1,291.6 

843.9 

71.6 

376.1 

1,141.0 

650.6 

73.0 

417.5 

19SS 

1,545.4 

1,521.4 

1,507.6 

899.4 

80.9 

527.3 

1,353.4 

694.7 

84.3 

574.4 

1969 

1,499.5 

1,482.3 

1,466.8 

810.6 

85.0 

571.2 

1,323.7 

625.9 

852 

612.7 

(*) 

1,433.6 

812.9 

84.8 

5359 

1,351.5 

646.8 

881 

6167 

1  k*  r j 

(’) 

2,052.2 

1,151.0 

120.3 

780.9 

1,924.6 

906.1 

1329 

885.7 

(’) 

2,356.6 

1,309.2 

141.3 

906.2 

2,218.9 

1,033.1 

148.6 

1,037.2 

1973 

2,057.5 

2,045.3 

1,132.0 

118.3 

795.0 

1,819.5 

882.1 

117.0 

8205 

1974 

1,352.5 

1,337.7 

888.1 

68.1 

3816 

1,074.4 

643.8 

64.3 

366.2 

1975 

1,171.4 

(*) 

1,160.4 

8922 

64.0 

204.3 

939.2 

675.5 

63.9 

199.8 

1975 

1,547.6 

(’) 

1,537.5 

1,162.4 

85.9 

289  2 

1,296.2 

893.6 

93.1 

309.5 

1977 

(•) 

1,987.1 

1,450.9 

121.7 

414.4 

1,690.0 

1,126.1 

121.3 

442.7 

1978 

MiMJl 

’) 

2,020.3 

1,433.3 

125.0 

462.0 

1,800.5 

1,182.6 

130.6 

487.3 

1979 . 

!») 

1,745.1 

1,194.1 

122.0 

429.0 

1,551.8 

981.5 

125.4 

444.8 

1980 . 

1,312.6 

(’) 

1,292.2 

852.2 

109.5 

330.5 

1,190.6 

710.4 

114.5 

365.7 

1981 

1,100.3 

(*) 

1,084.2 

705.4 

91.1 

287.7 

985.5 

564  3 

101.8 

319.4 

1982 

1,072.1 

1,062.2 

662.6 

80.0 

319.6 

1,000.5 

546.4 

88.3 

365.8 

1983 

1,7125 

r 

1,703.0 

1,067.6 

113.5 

522.0 

1,605.2 

901.5 

133.6 

570.1 

1984 

1,755.8 

(>) 

1,749.5 

1,084.2 

121.4 

544.0 

1,681.8 

922.4 

142.6 

616.8 

isss 

1.745.0 

(*) 

1,741.8 

1,072.4 

93.4 

576.1 

1,733.3 

956.6 

120.1 

656.6 

1986 

(• 

1,805.4 

1,179.4 

84.0 

542.0 

1,769.4 

1,077.6 

108.4 

583.5 

1987 

1,620.5 

1,146.4 

65.3 

408.7 

1,534.8 

1,024.4 

89.3 

421.1 

1988 

!*) 

(»! 

1,488.1 

1,081.3 

588 

348.0 

1,455.6 

993.8 

75.7 

3861 

1989 

(M 

(•) 

1,376.1 

1,003.3 

55.2 

3176 

1,338.4 

9317 

67.0 

339.8 

1990 

(’) 

1,192.7 

894.8 

37.5 

2604 

1,110.8 

793.9 

54.3 

262.6 

1991 

f  <) 

(’) 

1,013.9 

840.4 

356 

137.9 

948.8 

7535 

43.1 

152.1 

1992 . 

(<) 

(’) 

1,199.7 

1,029.9 

30.7 

139.0 

1,094.9 

910.7 

45.8 

138.4 

1993 . 

(*> 

(“) 

1,2876 

1,125.7 

29.4 

1326 

1,1991 

9865 

52.3 

1602 

1994'' . 

h) 

(») 

1,453.1 

1,195.6 

355 

221.9 

1,363.3 

1,061.2 

61.6 

240.5 

Seasonally  adjusted  annual  rates 

1993: Jan . 

C) 

(’) 

1,170 

1,049 

25 

96 

1,150 

965 

48 

137 

feb . 

(M 

(’) 

1,194 

1,048 

24 

122 

1,152 

951 

51 

150 

Mar . 

(M 

(’) 

1,092 

957 

30 

105 

1,046 

875 

45 

126 

^ . 

(M 

(») 

1,232 

1,082 

27 

123 

Him] 

921 

51 

135 

May . 

(M 

(’) 

1,241 

26j 

115 

1,113 

915 

49 

149 

June 

(*) 

(») 

1,238 

1,067 

30 

141 

1,122 

926 

50 

146 

July 

(‘) 

(’) 

1,245 

1,076 

53 

116 

1,169 

973 

54 

142 

Aug 

(*) 

(•) 

1,319 

1,178 

17 

124 

1,234 

51 

179 

Sept 

(•) 

(“) 

1,359 

1,160 

32 

167 

1,265 

1,036 

58 

171 

Oct 

r) 

(’) 

1,409 

1,231 

31 

147 

1,298 

1,078 

58 

162 

Nov . 

(‘) 

(’) 

1,406 

1,248 

30 

128 

1,363 

1,132 

59 

172 

Der 

(‘) 

(>) 

1,612 

1,383 

21 

208 

1,474 

1,181 

53 

240 

1994: Jan 

(M 

(’) 

1,271 

1,125 

23 

123 

1,312 

1,071 

57 

184 

Feb 

(*) 

(•) 

1,328 

1,121 

33 

174 

1,252 

1,054 

47 

151 

Mar 

(') 

(•) 

1,519 

1,271 

33 

215 

1,313 

1,068 

55 

(M 

(’) 

1,471 

1,211 

32 

228 

1,380 

1,069 

58 

253 

May 

(*) 

(’) 

1,491 

36 

255 

1,357 

1,083 

62 

212 

June 

(M 

(*) 

1,358 

1,163 

19 

176 

1,316 

1,046 

58 

212 

July 

(•) 

(*) 

1,439 

1,219 

32 

188 

1,337 

1,034 

63 

240 

Aug 

(♦) 

(’) 

1,463 

1,176 

39 

248 

1,354 

1,046 

S^t 

(•) 

(’) 

1,509 

1,234 

42 

233 

1,425 

1,052 

303 

Oct . 

(M 

(’) 

1,436 

1,153 

37 

246 

1,398 

1,047 

291 

Nov  ' . 

(M 

(’) 

1,545 

1,193 

65 

287 

1.388 

1,035 

284 

Dec  ' . 

(•) 

(=■) 

1,529 

1,226 

40 

263 

1,405 

1,089 

'  Units  in  structures  built  by  private  developers  for  sale  upon  completion  to  local  public  housing  authorities  under  the  Department  of 
Housing  and  Urban  Development  '‘Turnkey"  program  are  classified  as  private  housing.  Military  housing  starts,  including  those  financed 
with  mortgages  insured  by  FHA  under  Section  803  of  the  National  Housing  Act,  are  included  in  publicly  owned  starts  and  excluded  from 
total  private  starts. 

‘  Authoriyed  by  issuance  of  local  building  permit:  in  17,000  permit-issuing  places  beginning  1984,  in  16,000  places  for  1978-83;  in 
14,000  places  for  1972-77;  in  13,000  places  for  1967-71;  in  12,000  places  for  1963-M:  and  in  10,000  places  prior  to  1963. 

’  Not  available  separately  beginning  January  1970. 

*  Series  discontinued  December  1988 

Source:  Department  of  Commerce,  Bureau  of  the  Census 


Table  B-55. — Biuiness  exptnditum  for  new  plant  and  equipment,  1947-94 
(BiNions  of  doHars;  quarterly  data  at  seasonally  adjusted  annual  rates) 


Manufacturing 

Year  or  quarter  All 

Indus-  Dura-  Non- 

tries  Total  ble  durable  Total 
goods  goods 


Industries  surveyed  quarterly  ■ 
ituring  I  Nonnianufacturing 


Trans-  Public  farm 

porta-  utili-  busi- 

other 


Nonmanufacturing 
Sur-  Sur- 

Total 

quar-  annu- 
terly  ally  * 


410.12  152.88  70.87 

399.36  137.95  65.68 

410.52  141.06  68.03 

455.49  163.45  77.04 

507  40  183.80  82.56 

532.61  192.61  82.58 

528.39  182.81  77.64 

546.60  174.02  73.32 

586.73  179.47  81.45 

638.37  192.56  92.78 

534.23  173.14  73.26 

541.29  172.52  73.74 

547.82  173.05  72.63 

559.39  176.74  73.64 

563.48  173.99  78.19 

578.95  177.55  80.33 

594.56  182.48  82.74 

604.51  182.15  83.64 

619.34  185.04  86.03 

63708  193.99  91.71 

651.92  197.36  98.97 

I  645.13  193.83  94.44  1  99.39  1  451.301  11.27  1  21.98  1  77.57  1  340  48 


■  These  industries  accounted  for  90  percent  of  total  nonfarm  spending  in  1993. 

*  Eicludes  forestry,  fisheries,  and  agricultural  services:  professional  services;  social  services  and  membership  organizations:  and  real 
estale,  which,  effective  with  the  AprH-May  1984  survey,  are  no  longer  surveyed  quarterly.  See  last  column  (‘‘nonmanufacturing  surveyed 
annually")  for  data  for  these  industries 

*  "All  industries"  phis  the  part  of  nonmanufacturing  that  is  surveyed  annually. 

*  Omsists  of  forestry,  fisheries,  and  agricultural  services:  professional  services:  social  services  and  membership  organizations:  and 
real  estate. 

■  Planned  capital  eipenditures  as  reported  by  business  in  July  and  August  1994,  corrected  for  biases. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 


Table  B-56. — Manufacturing  and  trade  sales  and  inventories,  l9i2-94 


[Amounts  in  millions  of  dollars;  monthly  data  seasonally  adjusted] 


Year  or  month 

Total  manufacturing  and 
trade 

Manufac¬ 

turing 

Merchant 

wholesalers 

Retail 

trade 

Sales' 

Inven¬ 

tories’ 

Ratio’ 

Sales' 

Inven¬ 

tories’ 

Ratio’ 

Sales' 

Inven¬ 

tories’ 

Ratio’ 

Sales' 

Inven¬ 

tories’ 

Ratio’ 

1952 . 

44,840 

72,377 

1.58 

22,529 

41,136 

1.78 

8,782 

10,210 

1.12 

13,529 

21,031 

1.52 

1953 . 

47,987 

76,122 

158 

24,843 

43,948 

1.76 

9,052 

10,686 

1.17 

14,091 

21,488 

1.53 

1954 . 

46,443 

73,175 

1.60 

23,355 

41,612 

1.81 

8,993 

10,637 

1.18 

14,095 

20,926 

1.51 

1955 

51,694 

79,516 

147 

26,480 

45,069 

1.62 

9,893 

11,678 

1.13 

15,321 

22,769 

1.43 

1956 

54,063 

87,304 

1.55 

27,740 

50,642 

1.73 

10,513 

13,260 

1.19 

15,811 

23,402 

1.47 

1957 

55,879 

89,052 

1.59 

28,736 

51,871 

1.80 

10,475 

12,730 

1.23 

16,667 

24,451 

1.44 

1958 

54,201 

87,055 

161 

27,248 

50,203 

1.84 

10,257 

12,739 

1.24 

16,6% 

24,113 

1.44 

1959 

59,729 

92,097 

1.54 

30,286 

52,913 

1.75 

11,491 

13,879 

1.21 

17,951 

25,305 

141 

1960 

60,827 

94,719 

1.56 

30,878 

53,786 

1.74 

11,656 

14,120 

1.21 

18,294 

26,813 

1.47 

1%1 

61,159 

95,580 

1.56 

30,922 

54,871 

1.77 

11,988 

14,488 

1.21 

18,249 

26,221 

1.44 

1%2 

65,662 

101,049 

1.54 

33,358 

58,172 

1.74 

12,674 

14,936 

1.18 

19,630 

27,941 

1.42 

1%3 

68,995 

105,463 

1.53 

35,058 

60,029 

1.71 

13,382 

16,048 

1.20 

20,556 

29,386 

1.43 

1964 

73,682 

111,504 

1.51 

37,331 

63,410 

1.70 

14,529 

17,000 

1.17 

21,823 

31,094 

1.42 

1965 

80,283 

120,929 

1.51 

40,995 

68,207 

1.66 

15,611 

18,317 

1.17 

23,677 

34,405 

1.45 

1966 

87,187 

136,824 

1.57 

44,870 

77,986 

1.74 

16,987 

20,765 

122 

25,330 

38,073 

1.50 

1%7 

90,918 

145,681 

1.60 

46,486 

84,646 

1.82 

19,675 

25,786 

1.31 

24,757 

35,249 

142 

1968 

98,794 

156,611 

1.59 

50,229 

90,560 

1.80 

21,121 

27,166 

1.29 

27,445 

38,885 

1.42 

1%9 

105,812 

170,400 

1.61 

53,501 

98,145 

1.83 

22,940 

29,800 

1.30 

29,371 

42,455 

1.45 

1970 

108,352 

178,594 

1.65 

52,805 

101,599 

1.92 

24,298 

33,354 

1.37 

31,249 

43,641 

1.40 

1971 

117,023 

188,991 

1.61 

55,906 

102,567 

1.83 

26,619 

36,568 

1.37 

34,497 

49,856 

1.45 

1972 

131,227 

203,227 

1.55 

63,027 

108,121 

1.72 

30,011 

40,297 

1.34 

38,189 

54,809 

144 

1973 

153,881 

234,406 

1.52 

72,931 

124,499 

1.71 

38,319 

46,918 

1.22 

42,631 

62,989 

1.48 

1974 

178,201 

287,144 

1.61 

84,790 

157,625 

1.86 

48,271 

58,667 

122 

45,141 

70,852 

1.57 

1975 

182,412 

288,992 

1.58 

86,589 

159,708 

1.84 

46,848 

57,774 

1.23 

48,975 

71,510 

146 

1976 

204,386 

318,345 

1.56 

98,797 

174,636 

1.77 

50,934 

64,622 

1.27 

54,655 

79,087 

1.45 

1977 

229,786 

350,706 

1.53 

113,201 

188,378 

1.66 

56,409 

73,179 

1.30 

60,176 

89,149 

1.48 

1978 

260,755 

400,931 

1.54 

126,905 

211,691 

1.67 

66,849 

86,934 

1.30 

67,002 

102,306 

1.53 

1979 

298,328 

452,640 

1.52 

143,936 

242,157 

1.68 

79,678 

99,679 

1.25 

74,713 

110,804 

1.48 

1980 

328,112 

510,126 

1.55 

154,391 

265,215 

1.72 

93,977 

123,833 

1.32 

79,743 

121,078 

1.52 

1981 

356,909 

547,181 

1.53 

168,129 

283,413 

1.69 

102,267 

131,049 

1.28 

86,514 

132,719 

1.53 

1982 

348,771 

575,504 

1.67 

163,351 

311,852 

1.95 

96,357 

129,024 

1.36 

89,062 

134,628 

1.49 

1983 

370,501 

591,875 

1.56 

172,547 

312,379 

1.78 

100,440 

131,663 

1.28 

97,514 

147,833 

1.44 

1984 

411,427 

651,551 

1.53 

190,682 

339,516 

1.73 

113.502 

144,223 

1.23 

107,243 

167,812 

1.49 

1985 

423,940 

665,835 

1.55 

194,538 

334,799 

1.73 

114,816 

149,155 

1.28 

114,586 

181,881 

1.52 

1986 

431,786 

664,624 

155 

194,657 

322,669 

1.68 

116,326 

155,445 

1.32 

120,803 

186,510 

1.56 

1987 

459,107 

711,725 

1.50 

206,326 

338,075 

1.59 

124,340 

165,814 

1.29 

128,442 

207,836 

1.56 

1988 

496,819 

767,538 

1.49 

223,541 

367,422 

1.58 

135,170 

180,535 

1.30 

138,108 

219,581 

1.54 

1989 

523,260 

813,637 

1.53 

232,724 

386,911 

1.64 

143,754 

188,566 

1.29 

146,782 

238,160 

1.58 

1990 

542.349 

837,120 

1.53 

239,459 

399,068 

1.65 

148,859 

196,935 

1.30 

154,031 

241,117 

1.56 

1991 

537.598 

832,852 

1.54 

235,518 

386,348 

1.67 

146,834 

201,462 

1.35 

155,246 

245,042 

1.55 

1992 

559.799 

841,831 

1.50 

244,511 

379,238 

1.57 

152,031 

208,757 

1.35 

163,258 

253,836 

1.52 

1993 . 

592.201 

865,584 

1.45 

258,520 

377,425 

1.47 

160,213 

216,586 

1.33 

173,468 

271.573 

1.52 

1993: Jan 

581,571 

844,777 

1.45 

252,845 

378,624 

1.50 

159,197 

209,865 

1.32 

169,529 

256,288 

1.51 

Feb . 

584,401 

846,955 

1.45 

256,800 

379,232 

1.48 

158,771 

209,213 

1.32 

168,830 

258,510 

1.53 

Mar 

583,028 

851,101 

1.46 

258,979 

379,539 

1.47 

156,755 

210,261 

1.34 

167,294 

261,301 

1.56 

Apr 

585,385 

853,751 

1.46 

255,114 

380,307 

1.49 

159,741 

211,761 

1.33 

170,530 

261,683 

1.53 

May 

587,850 

855,316 

1.45 

254,007 

381,591 

1.50 

161,819 

211,568 

1.31 

172,024 

262,157 

1.52 

June 

589,578 

856,313 

1.45 

258,299 

381,326 

148 

158,980 

212,090 

1.33 

172,299 

262,897 

1.53 

July 

585,564 

857,693 

1.46 

251,680 

381,561 

1.52 

160,502 

213,106 

1.33 

173,382 

263,026 

1.52 

Aug . 

591,660 

859,113 

1.45 

256,556 

381,392 

1.49 

160,739 

214,553 

1.33 

174,365 

263,168 

1.51 

Sept . 

595,305 

861,176 

1.45 

260,088 

380,689 

1.46 

160,743 

214,992 

1.34 

174,474 

265,495 

1.52 

Oct . 

600,099 

862,672 

1.44 

260,471 

380,301 

1.46 

161,920 

214,368 

1.32 

177,708 

268,003 

1.51 

Nov . 

606,641 

866,240 

1.43 

265,574 

380,181 

1.43 

162,305 

215,500 

1.33 

178,762 

270,559 

1.51 

Dec . 

612,390 

865,584 

1.41 

269,722 

377,425 

1.40 

161,797 

216,586 

1.34 

180,871 

271,573 

1.50 

1994: Jan  . 

610,456 

867,692 

1.42 

268,330 

378,908 

1.41 

163,483 

217,278 

1.33 

178,643 

271,506 

1.52 

Feb . 

619,103 

871,842 

1.41 

271,815 

380,068 

1.40 

165,330 

218,820 

1.32 

181,958 

272,954 

1.50 

Mar . 

627,781 

870,189 

1.39 

274,497 

379,772 

1.38 

167,981 

217,359 

1.29 

185,303 

273,058 

1.47 

Apr . 

625,080 

874,989 

1.40 

274,243 

380,645 

1.39 

167,408 

219,605 

1.31 

183,429 

274,739 

1.50 

May . 

627,524 

885,185 

1.41 

276,232 

382,382 

1.38 

167,897 

223,213 

1.33 

183,395 

279,590 

1.52 

632,863 

889,100 

1.40 

278,566 

383.106 

1.38 

169.208 

223,098 

1.32 

185,089 

282,8% 

1.53 

July . 

630,573 

894,689 

1.42 

275,485 

386,645 

1.40 

169,801 

226,639 

1.33 

185,287 

281,405 

1.52 

Aug . 

651,210 

902,514 

1.39 

288,080 

387,012 

1.34 

175,157 

227,600 

1.30 

187,973 

287,902 

1.53 

Sept . 

649,932 

906,731 

1.40 

286,134 

386,531 

135 

174,333 

228,755 

131 

189,465 

291,445 

1.54 

Oct . 

651,917 

913,385 

1.40 

283,975 

388,063 

1.37 

176,153 

232,224 

1.32 

191,789 

293,098 

1.53 

Nov' . 

659,251 

919,786 

1.40 

291,191 

389,988 

1.34 

175,978 

235,121 

1.34 

192,082 

294,677 

1.53 

'  Annual  data  are  averages  of  monthly  not  seasonally  adjusted  figures. 

<  Seasonally  adjusted,  ^  of  period.  Inventories  b^inning  January  1982  for  manufacturing  and  December  1980  for  wholesale  and 
retail  trade  are  not  coniparable  with  earlier  periods. 

’  Inventory/sales  ratio.  Annual  data  are:  beginning  1982,  averages  of  monthly  ratios;  for  1958-81,  ratio  of  December  inventories  to 
monthly  average  sales  tor  the  year;  and  for  earlier  years,  weighted  averages.  Monthly  data  are  ratio  of  inventories  at  end  of  month  to 
sales  for  month 

Note.— Earlier  data  are  not  strictly  comparable  with  data  beginning  1958  for  manufacturing  and  beginning  1%7  for  wholesale  and 
retail  trade. 

Source:  Department  of  Commerce.  Bureau  of  the  Census. 
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Table  B-57. — Manufactunrs’ shipments  and  inventories,  7952-94 


[Millions  of  dollars:  monthly  data  seasonally  adjusted] 


Shipments 

Inventories' 

Durable 

goods 

indus¬ 

tries 

Nondur- 

Durable  grxxls  industries 

Nondurable  goods  Industries  ^ 

Year  or  month 

Total 

able 

goods 

indus¬ 

tries 

Total 

Total 

Mate¬ 

rials 

and 

supplies 

Work  in 
process 

Finished 

grxxJs 

Total 

Mate¬ 

rials 

and 

supplies 

Work 

in 

proc¬ 

ess 

Finished 

goods 

1952 . 

22,529 

11,313 

13,349 

11,216 

11,494 

41,136 

43,948 

23,731 

25,878 

17,405 

18,070 

1953 . 

24,843 

8,966 

10,720 

6,206 

8,317 

2,472 

7,409 

1954 . 

23,355 

11,828 

11,527 

41,612 

23,710 

7,894 

9,721 

6,040 

17,902 

8,167 

2,440 

7,415 

1955 . 

26,480 

14,071 

12,409 

45,069 

26,405 

9,194 

10,756 

6,348 

18,664 

8,556 

2,571 

7,666 

1956 . 

27,740 

14,715 

13,025 

50,642 

30,447 

10,417 

12,317 

7,565 

20,195 

8,971 

2,721 

8,622 

1957 . 

28,736 

15,237 

13,499 

51,871 

31,728 

10,608 

12,837 

8,125 

20,143 

8,775 

2,864 

8,624 

1958 . 

27,248 

13,553 

13,695 

50,203 

30,194 

9,970 

12,408 

7,816 

20,009 

8,676 

2,827 

8,506 

1959 . 

30,286 

15,597 

14,689 

52,913 

32,012 

10,709 

13,086 

8,217 

20,901 

9,094 

2,942 

8,865 

1960 . 

30,878 

15,870 

15,008 

53,786 

32,337 

10,306 

12,809 

9,222 

21,449 

9,097 

2,947 

9,405 

1961 . 

30,922 

15,601 

15,321 

54,871 

32,496 

10,246 

13,211 

9,039 

22,375 

9,505 

3,108 

9,762 

1962 . 

33,358 

17,247 

16,111 

58,172 

34,565 

10,794 

14,124 

9,647 

23,607 

9,836 

3,304 

10,467 

1%3 . 

35,058 

18,255 

16,803 

60,029 

35,776 

11,053 

14,835 

9,888 

24,253 

10,009 

3,420 

10,824 

1964 . 

37,331 

19,611 

17,720 

63,410 

38,421 

11,946 

16,158 

10,317 

24,989 

10,167 

3,531 

11,291 

1%5 . 

40,995 

22,193 

18,802 

68,207 

42,189 

13,298 

18,055 

10,836 

26,018 

10,487 

3,825 

11,706 

1966 . 

44,870 

24,617 

20,253 

77,986 

49,852 

15,464 

21,908 

12,480 

28,134 

11,197 

4,226 

12,711 

1967 . 

46,486 

25,233 

21,253 

84,646 

54,896 

16,423 

24,933 

13,540 

29,750 

11,760 

4,431 

13.559 

1968 . 

50,229 

27,624 

22,605 

90,560 

58,732 

17,344 

27,213 

14,175 

31,828 

12,328 

4,852 

14,648 

1969 . 

53,501 

29,403 

24,098 

98,145 

64,598 

18,636 

30,282 

15,680 

33,547 

12,753 

5,120 

15,674 

1970 . 

52,805 

28,156 

24,649 

101,599 

66,651 

19,149 

29,745 

17,757 

34,948 

13,168 

5.271 

16,509 

1971 . 

55,906 

29,924 

25,982 

102,567 

66,136 

19,679 

28,550 

17,907 

36,431 

13,686 

5,678 

17,067 

1972 . 

63,027 

33,987 

29,040 

108,121 

70,067 

20,807 

30,713 

18,547 

38,054 

14,677 

5,998 

17,379 

1973 . 

72,931 

39,635 

33,296 

124,499 

81,192 

25,944 

35,490 

19,758 

43,307 

18,147 

6,729 

18,431 

1974 . 

84,790 

44,173 

40,617 

157,625 

101,493 

35,070 

42,530 

23,893 

56,132 

23,744 

8,189 

24,199 

1975 . 

86,589 

43,598 

42,991 

159,708 

102,590 

33,903 

43,227 

25,460 

57,118 

23,565 

8,834 

24,719 

1976 . 

98,797 

50,623 

48,174 

174,636 

111,988 

37,457 

46,074 

28,457 

62,648 

25,847 

9,929 

26,872 

1977 . 

113,201 

59,168 

67,731 

54,033 

59,174 

188,378 

211,691 

120,877 

138,181 

40,186 

45,198 

50,226 

58,848 

30,465 

34,135 

67,501 

73,510 

27,387 

29,619 

10.%! 

12,085 

29,153 

31.806 

1978 . 

126,905 

1979 . 

143,936 

75,927 

68,009 

242,157 

160,734 

52,670 

69,325 

38,739 

81,423 

32,814 

13,910 

34,699 

1980 . 

154,391 

77,419 

76,972 

265,215 

174,788 

55,173 

76,945 

42,670 

90,427 

36,606 

15,884 

37,937 

1981 . 

168,129 

83,727 

84,402 

283,413 

186,443 

57,998 

80,998 

47,447 

%,970 

38,165 

16,194 

42,611 

1982 . 

163,351 

79,212 

84,139 

311,852 

200,444 

59,136 

86,707 

54,601 

111,408 

44,039 

18,612 

48,757 

1983 . 

172,547 

85,481 

87,066 

312,379 

199,854 

60,325 

86,899 

52,630 

112,525 

44,816 

18,691 

49,018 

1984 . 

190,682 

97,940 

92,742 

339,516 

221,330 

66,031 

98,251 

57,048 

118,186 

45,692 

19,328 

53,166 

1985 . 

194,538 

101,279 

93,259 

334,799 

218,212 

64,005 

98,085 

56,122 

116,587 

44,087 

19,445 

53,055 

1986 . 

194,657 

103,238 

91,419 

322,669 

212,006 

61,409 

96,926 

53,671 

110,663 

42,309 

18,124 

50,230 

1987 . 

206,326 

108,128 

117,993 

121,703 

122,387 

119,151 

125,553 

98,198 

105,549 

111,022 

117,072 

116,367 

118,958 

338,075 

367,422 

386,911 

399,068 

386,348 

379,238 

220,776 

241,402 

256,065 

259,988 

249,117 

237,717 

63,614 

69,388 

71,942 

72,788 

69,987 

68,165 

102,328 

112,380 

121,919 

122,520 

115,107 

107,140 

54,834 

59,634 

62,204 

64,680 

64,023 

62,412 

117,299 

126,020 

130,846 

139,080 

137,231 

141,521 

45,287 

49,030 

49,632 

51,606 

51,556 

52,194 

19,279 

20.446 
21,261 

22.447 
21,886 
22,887 

52,733 

56,544 

59,953 

65,027 

63,789 

66,440 

1988 . 

223,541 

1989 . 

232.724 

1990 . 

239,459 

1991 . 

235,518 

1992 . 

244,511 

1993 . 

258,520 

135,981 

151,032 

122,539 

129,756 

377,425 

391,277 

236,303 

247,263 

68,434 

74,772 

105,358 

104,782 

62,511 

67,709 

141,122 

144,014 

51,866 

52,756 

23,347 

23,951 

65,909 

67,307 

1994'’ . 

280,787 

1993:  Jan . 

252.845 

130,805 

122,040 

378,624 

236,332 

67,707 

106,426 

62,199 

142,292 

52,286 

22.%2 

67,044 

Feb . 

256,800 

134,133 

122,667 

379,232 

237,034 

67,839 

106,552 

62,643 

142,198 

52,121 

23,161 

66,916 

Mar . 

258,979 

135,537 

123,442 

379,539 

236,849 

67,864 

106,071 

62,914 

142,690 

52,329 

23,128 

67,233 

Apr . 

255,114 

132,763 

122,351 

380,307 

237,043 

68,089 

105,671 

63,283 

143,264 

52,672 

23,099 

67,493 

May . 

254,007 

132,307 

121,700 

381,591 

237,734 

68,401 

106,042 

63,291 

143,857 

52,%5 

22,990 

67,902 

June . 

258,299 

135,042 

123,257 

381,326 

237,514 

68,163 

106,306 

63,045 

143,812 

53,055 

23,097 

67,660 

July . 

251,680 

129,257 

122,423 

381,561 

237,937 

68,357 

106,545 

63,035 

143,624 

52,647 

23,202 

67,775 

Aug . 

256,556 

134,521 

122,035 

381,392 

237,688 

68,678 

106,463 

62,547 

143,704 

52,594 

23,280 

67,830 

Sept . 

260,088 

137,521 

122,567 

380,689 

237,571 

68,441 

106,704 

62,426 

143,118 

52.489 

23,329 

67,300 

Oct . 

260,471 

138,153 

142,665 

146,182 

122,318 

122,909 

123,540 

380,301 

380,181 

377,425 

237,632 

237,886 

236,303 

68,522 

68,670 

68,434 

106,943 

106,119 

105,358 

62,167 

63,097 

62,511 

142,669 

142,295 

141,122 

52,259 

52,363 

51,866 

23,437 

23,477 

23,347 

66,973 

66,455 

65,909 

265,574 

Dec . 

269,722 

1994: Jan . 

268,330 

144,709 

123,621 

378,908 

238,172 

68,157 

105,770 

64,245 

140,736 

51,434 

23,349 

65,953 

Feb . 

271,815 

146,260 

125,555 

380,068 

238,832 

68,803 

105,305 

64,724 

141,236 

51,485 

23,278 

66,473 

Mar . 

274,497 

147,388 

127,109 

379,772 

238,195 

68,780 

105,075 

64,340 

141,577 

51,785 

23,417 

66,375 

274,243 

276,232 

146,932 

148,510 

127,311 

127,722 

380,645 

382,382 

239,164 

240,539 

69,576 

70,231 

104,959 

105,506 

64,629 

64,802 

141,481 

141,843 

51,705 

51,953 

23,205 

23,403 

66,571 

66,487 

May . 

June . 

278,566 

150,010 

128,556 

383,106 

241,039 

70,763 

106,108 

64,168 

142,067 

52,001 

23,652 

66,414 

July . 

275,485 

146,472 

129,013 

386,645 

243,392 

71,732 

106,531 

65,129 

143,253 

52,044 

23,888 

67,321 

288,080 

286,134 

155,619 

154,350 

132,461 

131,784 

387,012 

386,531 

244,116 

243,814 

72,238 

72,713 

106,207 

105,458 

65,671 

65,643 

142,8% 

142,717 

52,093 

52,571 

23,752 

23,905 

67,051 

66,241 

Sept . 

Oct . 

283,975 

291,191 

152,586 

157,292 

131,389 

133,899 

388,063 

389,988 

244,925 

73,367 

105,215 

66,343 

67,016 

143.138 

52,536 

24,026 

66,576 

Nov . 

246,374 

74,404 

104,954 

143,614 

52.600 

24,198 

66,816 

Dec' . 

295,319 

158,827 

136,492 

391,277 

247,263 

74,772 

104,782 

67,709 

144,014 

52,756 

23,951 

67,307 

■  Annual  data  are  averages  of  monthly  not  seasonally  adjusted  figures. 

‘  Seasonally  adjusted,  end  of  period.  Data  beginning  1982  are  not  comparable  with  data  for  prior  periods. 
Note.— Data  beginning  1958  are  not  strictly  comparable  with  earlier  data. 

Source:  Department  of  Commerce.  Bureau  of  the  Census. 
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Table  B-58. — Manufacturers '  new  and  unfilled  orders.  l9i2-94 


(Amounts  in  millions  of  dollars;  monthly  data  seasonally  adjusted) 


Year  or  month 

New  orders ' 

Unfilled  orders' 

Unfilled  orders— shipments 
ratio' 

Total 

Durable  goods 
industries 

Non¬ 

durable 

goods 

industries 

Total 

Durable 

goods 

industries 

Non¬ 

durable 

goods 

industries 

Total 

Durable 

goods 

industries 

Non¬ 

durable 

goods 

indus¬ 

tries 

Total 

Capital 

goods 

industries, 

non¬ 

defense 

1952 . 

23,204 

12,061 

11  143 

75  857 

72  680 

3  177 

1953 

23,586 

12,147 

11.439 

61,178 

58,637 

2,541 

1954 

22,335 

10,768 

11,566 

48,266 

45,250 

3,016 

3.42 

4.12 

0% 

1955 

27,465 

14,9% 

12,469 

60,004 

56,241 

3,763 

3.63 

4.27 

1 12 

1956 

28,368 

15,365 

13,003 

67,375 

63,880 

3,495 

3.87 

4.55 

1.04 

1957 

27,559 

14,111 

13,448 

53,183 

50,352 

2,831 

3.35 

400 

.85 

1958 

27,193 

13,387 

13,805 

46,609 

43,807 

2,802 

3.02 

3.62 

.85 

1959 

30,711 

15,979 

14,732 

51,717 

48,369 

3,348 

2.94 

3.47 

.92 

1960 

30,232 

15,288 

14,944 

44  213 

41  650 

2  563 

2  71 

329 

71 

1%] 

31,112 

15,753 

15,359 

46,624 

43:582 

3:042 

2.58 

3.08 

.78 

1962 

33,440 

17,363 

16,078 

47,798 

45,170 

2,628 

2.64 

3.18 

.68 

1963 

35,511 

18,671 

16,840 

53,417 

50,346 

3,071 

2.74 

3.31 

.72 

1964 

38,240 

20,507 

17,732 

64,518 

61.315 

3,203 

2.99 

3.59 

.71 

1965 

42,137 

23,286 

18,851 

78,249 

74,459 

3,790 

3.25 

3.86 

.79 

1966 

46,420 

26,163 

20,258 

96,846 

93.002 

3.844 

3.74 

4.48 

75 

1967 

47,067 

25,803 

21,265 

103,711 

99,735 

3,976 

3.66 

4.37 

.73 

1968 

50,657 

28,051 

6,314 

22,606 

108,377 

104,393 

3,984 

3.79 

4.58 

.69 

1969 

53,990 

29,876 

7,046 

24,114 

114,341 

110,161 

4,180 

3.71 

4.45 

.69 

1970 

52,022 

27,340 

6,072 

24,682 

105,008 

100,412 

4,596 

3.61 

4.36 

.76 

1971 

55,921 

29,905 

6,682 

26,016 

105,247 

100,225 

5,022 

3.32 

4.00 

.76 

1972 

64,182 

35,038 

7,745 

29,144 

119,349 

113,034 

6,315 

3.26 

3.85 

.86 

1973 

76,003 

42,627 

9,926 

33,376 

156,561 

149,204 

7,357 

3.80 

4.51 

.91 

1974 

87,327 

46,862 

11,594 

40,465 

187,043 

181,519 

5,524 

4.09 

4.93 

.62 

1975 

85,139 

41,957 

9,886 

43,181 

169,546 

161,664 

7,882 

3.69 

4.45 

.82 

1976 

99,513 

51,307 

11,490 

48,206 

178,128 

169,857 

8,271 

3.24 

3.88 

.74 

1977 

115,109 

61,035 

13,681 

54,073 

202,024 

193,323 

8,701 

3.24 

3.85 

.71 

1978 

131,629 

72,278 

17,588 

59,351 

259,169 

248,281 

10,888 

3.57 

4.20 

.81 

1979 

147,604 

79,483 

21,154 

68,121 

303,593 

291,321 

12,272 

3.89 

4.62 

.82 

1980 

156,359 

79,392 

21,135 

76,%7 

327,416 

315,202 

12,214 

3.85 

4.58 

.75 

1981 

168,025 

83,654 

21,806 

84,371 

326,547 

314,707 

11,840 

3.87 

4.68 

.69 

1982 

162,140 

78,064 

19,213 

84,077 

311,887 

300,798 

11,089 

3.84 

4.74 

.62 

1983  . 

175,451 

88,140 

19,624 

87,311 

347,273 

333,114 

14,159 

3.53 

4.29 

.69 

1984 

192,879 

100,164 

23,669 

92,715 

373,529 

359,651 

13,878 

3.60 

4.37 

64 

1985 

195,706 

102,356 

24,545 

93,351 

387,095 

372,027 

15,068 

3.67 

4.46 

.68 

1986 

195,204 

103,647 

23,983 

91,557 

393,412 

376,622 

16,790 

3.59 

4.40 

.70 

1987.. 

209,389 

110,809 

26,095 

98,579 

430,288 

408,602 

21,686 

3.63 

4.42 

83 

1988.. 

227,026 

121,445 

30,729 

105,581 

471,951 

450,002 

21,949 

3.64 

4.45 

76 

1989.. 

235,932 

124,933 

32,725 

110,999 

510,459 

488,780 

21,679 

4.00 

4.91 

.78 

1990.. 

240,646 

123,556 

32,254 

117,090 

524,846 

502,914 

21,932 

4.14 

5.13 

.76 

1991.. 

234,354 

117,878 

29,468 

116,476 

511,122 

487,892 

23,230 

4.08 

5.06 

.81 

1992.. 

241,545 

122,614 

29,653 

118,932 

475,304 

452,383 

22,921 

3.46 

4.21 

.77 

1993 . 

255,701 

133,273 

31,889 

122,428 

441,947 

420,288 

21,659 

3.04 

3.65 

.72 

1994' . 

281,889 

151,851 

37,541 

130,038 

456,635 

431,195 

25,440 

2.87 

3.44 

.76 

1993; Jan 

253,626 

131,266 

28,645 

122,360 

476,085 

452,844 

23,241 

3.56 

4.35 

.79 

Feb . 

257,250 

134,533 

32,748 

122,717 

476,535 

453,244 

23,291 

3.51 

4.27 

.79 

Mar . 

253,007 

129,903 

29,122 

123,104 

470,563 

447,610 

22,953 

3.42 

4.14 

.78 

Apr . 

252,369 

129,838 

30,453 

122,531 

467,818 

444,685 

23,133 

3.46 

4.20 

.79 

May . 

248,335 

126,783 

29,931 

121,552 

462,146 

439,161 

22,985 

3.42 

4.15 

.78 

June . 

255,462 

132,252 

33,850 

123,210 

459,309 

436,371 

22,938 

3.33 

4.02 

.78 

July . 

250,566 

128,520 

30,093 

122,046 

458,195 

435,634 

22,561 

3.41 

4.17 

.76 

Aug . 

253,461 

131,752 

31,992 

121,709 

455,100 

432,865 

22,235 

3.30 

3.99 

.76 

Sept . 

255,309 

133,176 

30,992 

122,133 

450,321 

428,520 

21,801 

3.22 

3.89 

.73 

Oct . 

258,270 

136,613 

32,825 

121,657 

448,120 

426,980 

21,140 

3.21 

3.89 

.71 

Nov . 

262,773 

139,675 

34,878 

123,098 

445,319 

423,990 

21,329 

3.12 

3.75 

.72 

Dec . 

266,351 

142,481 

35,059 

123,870 

441,947 

420,288 

21,659 

3.04 

3.65 

.72 

1994:  Jan 

272,616 

148,549 

36,630 

124,067 

446,233 

424,128 

22,105 

3.11 

3.73 

.74 

Feb . 

271,786 

145,882 

36,382 

125,904 

446,204 

423,750 

22,454 

3.07 

3.69 

.74 

Mar . 

274,691 

146,906 

36,127 

127,785 

446,398 

423,268 

23,130 

3.03 

3.63 

.76 

Apr . 

275,182 

147,345 

35,815 

127,837 

447,337 

423,681 

23,656 

3.04 

3.64 

.77 

May . 

277,441 

149,412 

35,498 

128,029 

448,546 

424,583 

23,%3 

3.01 

360 

.76 

June . 

279,788 

151,212 

38,055 

128,576 

449,767 

425,784 

23,983 

2.98 

3.58 

.76 

July 

274,305 

145,251 

36,310 

129,054 

448,587 

424,563 

24,024 

2.99 

3.60 

.75 

Aug . 

287,222 

154,675 

37,595 

132,547 

447,729 

423,619 

24,110 

2.89 

3.47 

.73 

Sept . 

287,248 

155,433 

39,056 

131,815 

448,843 

424,702 

24,141 

2.90 

3.48 

.74 

Oct . 

285,985 

154,150 

38,276 

131,835 

450.853 

426,266 

24,587 

2.94 

3.52 

.76 

Nov . 

293,716 

159,321 

40,781 

.  134,395 

453,378 

428,295 

25,083 

2.88 

3.45 

.76 

Dec' . 

298,576 

161,727 

37,988 

136,849 

456,635 

431,195 

25,440 

2.87 

3.44 

.76 

■  Annual  data  are  averages  of  monthly  not  seasonally  adjusted  figures. 

^  Seasonally  adjusted,  end  of  period. 

°  Ratio  of  unfilled  orders  at  end  of  period  to  shipments  for  period;  excludes  industries  with  no  unfilled  orders.  Annual  figures  relate 
to  seasonally  adjusted  data  tor  December. 

Note.— Data  beginning  1958  are  not  strictly  comparable  with  earlier  data 
Source:  Department  of  Commerce,  Bureau  ot  the  Census 
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PRICES 


Table  B-59. — Consumer  price  indexes  for  major  expenditure  classes.  /950-94 


(For  all  urban  consumers;  1982-84=100] 


Year  or 
month 

All  items 
(CF>I-U) 

Food  and 
beverages 

Housing 

Apparel 

and 

upkeep 

Trans- 

por- 

ta- 

tkm 

Medical 

care 

Enter¬ 

tainment 

Other 

goods 

and 

services 

Ener¬ 

gy* 

Total 

Shelter 

Fuel  and 
other 
utilities 

House¬ 

hold 

furnish¬ 

ings 

and 

oper¬ 

ation 

1 

1950 . 

24.1 

25.4 

40.3 

22.7 

15.1 

1951 . 

26.0 

282 

43.9 

24.1 

15.9 

1952 . 

26.5 

43.5 

25.7 

16.7 

1953 . 

26.7 

220 

43.1 

26.5 

173 

1954 . 

26.9 

22.5 

43.1 

26.1 

17.8 

1955 . 

26.8 

^E^ 

22.7 

42.9 

t  : 

18.2 

1956 . 

^Er  r 

23.1 

43.7 

18.9 

1957 . 

^Er? 

24.0 

44.5 

19.7 

21.5 

1958 . 

^E^r 

24.5 

44.6 

K  ■ 

20.6 

215 

1959 . 

29.1 

24.7 

45.0 

29.8 

21.5 

21.9 

1960 . 

29.6 

300 

25.2 

260 

45.7 

29.8 

22.3 

22.4 

1961 . 

29.9 

25.4 

r 

46.1 

30.1 

22.9 

22.5 

1962 . 

30.2 

25.8 

46.3 

30.8 

23.5 

22.6 

1963 . 

306 

^Er* 

26.1 

46.9 

30.9 

24.1 

226 

1964 . 

^Et  ' 

26.5 

47.3 

31.4 

24.6 

225 

1965 . 

27.0 

47.8 

31.9 

25.2 

22.9 

1966 . 

^Et^ 

27.8 

^B^ 

49.0 

32.3 

26.3 

23.3 

1967 . 

35.0 

30.8 

28.8 

42.0 

51.0 

33.3 

28.2 

40.7 

35.1 

23.8 

1968 . 

34.8 

36.2 

32.0 

30.1 

43.6 

53.7 

34.3 

29.9 

43.0 

36.9 

24.2 

1969 . 

36.7 

38.1 

34.0 

32.6 

28.0 

45.2 

56.8 

35.7 

31.9 

45.2 

38.7 

24.8 

1970 . 

38.8 

40.1 

B!!~l 

36.4 

35.5 

46.8 

59.2 

37.5 

34.0 

47.5 

40.9 

25.5 

1971 . 

40.5 

41.4 

38.0 

37.0 

^Bci 

48.6 

61.1 

39.5 

36.1 

50.0 

42.9 

26.5 

1972 . 

41.8 

43.1 

^Etr^ 

39.4 

38.7 

49.7 

62.3 

39.9 

37.3 

51.5 

44.7 

27.2 

1973 . 

44.4 

48.8 

^E*:  ’ 

41.2 

40.5 

51.1 

64.6 

41.2 

38.8 

52.9 

464 

29.4 

1974 . 

49.3 

55.5 

I 

45.8 

44.4 

56.8 

69.4 

45.8 

42.4 

56.9 

49.8 

38.1 

1975 . 

53.8 

60.2 

: 

50.7 

48.8 

63.4 

72.5 

50.1 

47.5 

62.0 

53.9 

42.1 

1976 . 

56.9 

62.1 

^Eii  : 

53.8 

51.5 

67.3 

75.2 

55.1 

52.0 

65.1 

57.0 

45.1 

1977 . 

60.6 

65.8 

65.5 

57.4 

54.9 

70.4 

78.6 

59.0 

57.0 

68.3 

60.4 

49.4 

1978 . 

65.2 

72.2 

72.0 

62.4 

60.5 

74.7 

81.4 

61.7 

61.8 

71.9 

64.3 

52.5 

1979 . 

72.6 

79.9 

79.9 

70.1 

68.9 

64.8 

79.9 

849 

70.5 

67.5 

76.7 

68.9 

65.7 

1980 . 

82.4 

86.7 

86.8 

81.1 

81.0 

75.4 

86.3 

90.9 

83.1 

74.9 

83.6 

75.2 

86.0 

1981 . 

90.9 

93.5 

93.6 

90.4 

90.5 

^Bl^ 

93.0 

95.3 

93.2 

82.9 

90.1 

82.6 

97.7 

1982 . 

%.5 

97.3 

97.4 

96.9 

96.9 

98.0 

97.8 

97.0 

92.5 

96.0 

91.1 

99.2 

1983 . 

99.6 

99.5 

99.4 

99.5 

99.1 

BTthk 

100.2 

100.2 

99.3 

100.6 

100.1 

101.1 

99.9 

1984 . 

103.9 

103.2 

103.2 

103.6 

104.0 

^■11^ 

101.9 

102.1 

103.7 

106.8 

103.8 

107.9 

1985 . 

107.6 

105.6 

105.6 

107.7 

109.8 

BiTX 

103.8 

105.0 

106.4 

113.5 

107.9 

114.5 

■mi 

1986 . 

109.6 

109.1 

109.0 

110.9 

115.8 

105.2 

105.9 

102.3 

122.0 

111.6 

121.4 

88.2 

1987 . 

113.6 

113.5 

113.5 

114.2 

121.3 

103.0 

107.1 

110.6 

105.4 

130.1 

115.3 

128.5 

88.6 

1988 . 

118.3 

118.2 

118.2 

118.5 

127.1 

1044 

109.4 

115.4 

108.7 

138.6 

120.3 

137.0 

89.3 

1989 . 

124.0 

124.9 

125.1 

123.0 

132.8 

107.8 

111.2 

118.6 

114.1 

149.3 

126.5 

147.7 

94.3 

1990 . 

130.7 

132.1 

132.4 

128.5 

140.0 

111.6 

113.3 

124.1 

120.5 

1628 

132.4 

159.0 

102.1 

1991 . 

1362 

136.8 

136.3 

133.6 

146.3 

115.3 

116.0 

128.7 

123.8 

177.0 

138.4 

171.6 

102.5 

1992 . 

140.3 

138.7 

137.9 

137.5 

151.2 

117.8 

118.0 

131.9 

126.5 

190.1 

142.3 

183.3 

103.0 

1993 . 

144.5 

141.6 

140.9 

141.2 

155.7 

121.3 

119.3 

133.7 

130.4 

201.4 

145.8 

192.9 

104.2 

1994 . 

148.2 

144.9 

144.3 

144.8 

160.5 

122.8 

121.0 

133.4 

134.3 

211.0 

150.1 

198.5 

104.6 

1993: Jan . 

142.6 

140.5 

139.8 

139.3 

153.7 

119.2 

118.2 

129.7 

1291 

196.4 

144.3 

191.0 

103.4 

Feb . 

143.1 

140.7 

139.9 

139.7 

154.4 

118.4 

118.6 

133.4 

129.2 

198.0 

144.5 

191.5 

102.2 

Mar . 

143.6 

140.9 

140.1 

1402 

154.8 

119.5 

118.7 

1362 

198.6 

144.8 

192.0 

102.5 

Apr . 

144.0 

141.4 

140.6 

140.4 

155.0 

119.6 

119.2 

136.9 

BkI*? 

199.4 

145.3 

192.4 

103.1 

May . 

144.2 

141.8 

141.1 

140.5 

154.9 

120.5 

119.1 

135.0 

HkIik 

200.5 

145.0 

193.2 

104.4 

June . 

144.4 

141.1 

140.4 

141.5 

155.7 

122.9 

119.1 

131.9 

Bkik 

201.1 

145.5 

193.1 

106.5 

July . 

144.4 

141.1 

140.3 

141.9 

156.3 

1232 

118.8 

129.4 

202.2 

1453 

193.7 

105.8 

Aug . 

144.8 

141.5 

140.8 

142.3 

156.8 

123.3 

119.2 

131.9 

202.9 

145.8 

193.4 

105.2 

Sept . 

145.1 

141.8 

141.1 

142.3 

156.6 

123.9 

119.6 

134.6 

130.1 

203.3 

146.6 

193.1 

105.2 

Oct . 

145.7 

142.3 

141.6 

1422 

156.8 

122.4 

120.0 

136.1 

imn 

204.4 

147.3 

1934 

105.4 

Nov . 

145.8 

142.6 

141.9 

142.0 

156.7 

121.2 

120.3 

136.2 

■Isn 

204.9 

147.7 

193.8 

103.7 

Dec . 

145.8 

143.3 

142.7 

142.3 

157.1 

121.7 

120.3 

132.6 

132.1 

205.2 

147.8 

194.2 

102.4 

1994: Jan . 

146.2 

144.3 

143.7 

142.9 

158.1 

121.6 

120.5 

130.4 

131.6 

206.4 

1485 

195.1 

101.3 

Feb . 

146.7 

143.6 

142.9 

143.7 

159.1 

122.4 

120.4 

132.4 

■SSj 

207.7 

149.1 

195.2 

1020 

Mar . 

147.2 

143.9 

143.2 

144.1 

159.8 

122.4 

120.6 

136.1 

208.3 

149.6 

195.5 

101.9 

Apr . 

1474 

1440 

143.4 

1439 

159.6 

121.6 

120.6 

136.4 

132.6 

209.2 

149.7 

1%.4 

102.0 

May . 

147.5 

144.1 

143.5 

144.1 

159.6 

122.2 

121.1 

135.6 

209.7 

1499 

197.1 

102.9 

June . 

148.0 

144.2 

143.5 

1449 

160.1 

124.2 

121.4 

133.8 

133.8 

210.4 

149.8 

197.6 

105.7 

July . 

148.4 

144.8 

144.2 

145.4 

160.8 

124.3 

121.5 

130.9 

mil 

211.5 

150.2 

198.0 

106.8 

Aug . 

149.0 

145.3 

144.8 

1459 

161.7 

124.3 

121.4 

131.1 

212.2 

150.2 

1994 

108.5 

Sept . 

149.4 

145.6 

145.0 

145.8 

161.6 

124.2 

121.4 

134.2 

mii  1 

2128 

150.7 

2014 

108.2 

Oct . 

1495 

145.6 

145.0 

145.7 

162.0 

122.4 

121.4 

135.2 

214.0 

1510 

201.9 

105.8 

Nov . 

149.7 

145.9 

145.3 

145.5 

162.1 

121.8 

121.1 

134.2 

214.7 

151.6 

202.3 

105.7 

Dec . 

149.7 

147.2 

146.8 

145.4 

1618 

122.0 

120.8 

130.5 

137.1 

215.3 

151.2 

202.4 

1047 

'  Includes  alcoholic  beverages,  not  shovm  separately. 

>  Household  fuels— gas  (piped),  electricity,  fuel  oil,  etc— and  motor  fuel.  Motor  oil,  coolant,  etc.  also  included  through  1982. 
Note —Data  beginning  1983  incorporate  a  rental  equivalence  measure  lor  homeovmers'  costs. 

Source:  Department  of  labor.  Bureau  ol  Labor  Statistics. 
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Table  B-60. — Consumer  price  indexes  for  selected  expenditure  classes.  I9iO-94 
(For  all  urban  consumers;  1982-84  >  100,  except  as  noted] 


1  Food  and  beverages  I 

Shelter  | 

Fuel  and  other  utilities 

1  Food  1 

Renters*  costs  | 

1  Fuels  1 

Year  or  month 

Total ' 

Total 

At 

home 

1 

Away 

from 

home 

Total 

Total  > 

Rent, 

resi¬ 

dential 

Home- 
owners' 
costs  • 

Mainte¬ 

nance 

and 

repairs 

Total 

Total 

Fuel  oil 
and 
other 
house¬ 
hold 
fuel 
com¬ 
modities 

Gas 

(piped) 

and 

elec¬ 

tricity 

(energy 

serv¬ 

ices) 

Other 

utilities 

and 

public 

services 

Table  B-62. — Changes  in  special  consumer  price  indexes.  l9i8-94 
(For  all  urban  consumers;  percent  change] 


All  items 

Ail  items  less 

All  items  less 

All  items  less  food 

All  items  less 

(CPI-U) 

food 

energy 

and  energy 

medical  care 

Year  or  month 

Dec. 

Year 

Dec. 

Year 

Dec. 

Year 

Dec. 

Year 

Dec. 

Year 

to 

to 

to 

to 

to 

to 

to 

to 

to 

to 

Dec.' 

year 

Dec.' 

year 

Dec.' 

year 

Dec.' 

year 

Dec.' 

year 

1958 . 

1.8 

2.8 

1.8 

2.1 

2.1 

2.8 

1.7 

2.4 

1.7 

2.8 

1959 . 

1.7 

.7 

2.1 

2.1 

1.3 

.7 

2.0 

2.0 

1.4 

1.0 

1960 

1.4 

1.7 

1.0 

1.7 

1.3 

1.7 

1.0 

1.3 

1.3 

1.3 

1961 

.7 

1.0 

1.3 

1.0 

.7 

1.0 

1.3 

1.3 

.3 

1.0 

1962 

1.3 

1.0 

1.0 

1.0 

1.3 

1.3 

1.3 

1.3 

1.3 

1.0 

1963 

16 

1.3 

1.6 

1.3 

1.9 

1.3 

1.6 

1.3 

1.6 

1.0 

1964 

1.0 

1.3 

1.0 

1.3 

1.3 

1.6 

1.2 

1.6 

1.0 

1.3 

1965 

1.9 

1.6 

1.6 

1.6 

1.9 

1.6 

1.5 

1.2 

1.9 

1.6 

1966 

3.5 

2.9 

3.5 

2.2 

3.4 

3.1 

3.3 

2.4 

3.4 

3.1 

1967 

3.0 

3.1 

3.3 

3.4 

3.2 

2.7 

3.8 

3.6 

2.7 

2.1 

1968 

4.7 

4.2 

5.0 

4.5 

4.9 

4.4 

5.1 

4.6 

4.7 

4.2 

1969 

6.2 

5.5 

5.6 

5.4 

6.5 

5.8 

6.2 

5.8 

6.1 

5.4 

1970 

5.6 

5.7 

6.6 

6.0 

5.4 

6.1 

6.6 

6.3 

5.2 

5.9 

1971 

3.3 

4.4 

3.0 

4.6 

3.4 

4.2 

3.1 

4.7 

3.2 

4.1 

1972 

3.4 

3.2 

2.9 

2.9 

3.5 

3.3 

3.0 

3.0 

3.4 

3.2 

1973 

8.7 

6.2 

5.6 

4.0 

8.2 

6.2 

4.7 

3.6 

9.1 

6.4 

1974 

12.3 

11.0 

12.2 

9.8 

11.7 

9.8 

11.1 

8.3 

12.2 

11.2 

1975 

6.9 

9.1 

7.3 

9.4 

6.6 

8.9 

6.7 

91 

6.7 

9.0 

1976 

4.9 

5.8 

6.1 

6.7 

4.8 

5.6 

6.1 

6.5 

4.5 

5.3 

1977 

6.7 

6.5 

6.4 

6.4 

6.7 

6.4 

6.5 

6.3 

6.7 

6.3 

1978 

9.0 

7.6 

8.3 

7.2 

9.1 

7.8 

8.5 

74 

9.1 

7.6 

1979 

13.3 

11.3 

14.0 

11.4 

11.1 

10.0 

11.3 

9.8 

13.4 

11.5 

1980 

12.5 

13.5 

13.0 

14.5 

11.7 

11.6 

12.2 

12.4 

12.5 

13.6 

1981 

8.9 

10.3 

9.8 

10.9 

8.5 

10.0 

9.5 

10.4 

8.8 

10.4 

1982 . 

3.8 

6.2 

4.1 

6.5 

4.2 

6.7 

4.5 

7.4 

3.6 

5.9 

1983 . 

3.8 

32 

4.1 

3.5 

4.5 

3.6 

4.8 

4.0 

3.6 

2.9 

1984 . 

3.9 

4.3 

3.9 

4.3 

4.4 

4.7 

4.7 

5.0 

3.9 

4.1 

1985 . 

3.8 

3.6 

4.1 

3.8 

4.0 

3.9 

4.3 

4.3 

3.5 

3.4 

1986 . 

1.1 

1.9 

.5 

1.7 

3.8 

3.9 

3.8 

4.0 

.7 

1.5 

1987 . 

4.4 

3.6 

4.6 

3.5 

4.1 

4.1 

4.2 

4.1 

4.3 

3.5 

1988 . 

4.4 

4.1 

4.2 

4.1 

4.7 

4.4 

4.7 

4.4 

4.2 

3.9 

1989 . 

4.6 

4.8 

4.5 

4.6 

4.6 

4.7 

4.4 

4.5 

4.5 

4.6 

1990 . 

6.1 

5.4 

6.3 

5.3 

5.2 

5.2 

5.2 

5.0 

5.9 

5.2 

1991 . 

3.1 

4.2 

3.3 

4.5 

3.9 

4.6 

4.4 

4.9 

2.7 

3.9 

1992 . 

2.9 

3.0 

3.2 

3.5 

3.0 

3.2 

3.3 

3.7 

2.7 

2.8 

1993 . 

2.7 

3.0 

2.7 

3.1 

3.1 

3.2 

3.2 

3.3 

2.6 

2.7 

1994 . 

2.7 

2.6 

2.6 

2.7 

2.6 

2.7 

2.6 

2.8 

2.5 

2.5 

Percent  change  from  preceding  period 

Sea- 

Sea- 

Sea- 

Sea- 

Sea- 

Unad- 

sonally 

Unad- 

sonally 

Unad- 

sonally 

Unad- 

sonally 

Unad- 

sonally 

justed 

ad- 

justed 

ad- 

justed 

ad- 

justed 

ad- 

justed 

ad- 

justed 

justed 

justed 

justed 

justed 

1993: Jan . 

0.5 

0.2 

0.4 

0.4 

0.5 

0.3 

0.5 

0.3 

0.4 

0.3 

Feb . 

.4 

.4 

.4 

.3 

.5 

.3 

.6 

.4 

.4 

.3 

Mar . 

.3 

2 

.3 

.3 

.3 

.3 

.4 

.2 

.3 

.2 

Apr . 

.3 

.3 

.3 

.3 

.3 

.3 

.2 

.3 

.3 

.3 

May . 

.1 

.2 

.1 

.2 

.1 

.3 

0 

.3 

.1 

2 

June 

.1 

.1 

.2 

.1 

0 

.1 

.1 

.2 

.1 

.1 

July 

0 

.1 

.1 

.1 

.1 

.1 

.1 

.2 

0 

.1 

Aub 

.3 

.3 

.3 

.2 

.4 

.3 

4 

.3 

.4 

.2 

Sept 

.2 

.1 

.2 

.1 

.2 

.1 

.2 

.1 

.1 

0 

Oct 

4 

.3 

.3 

.3 

.4 

.3 

.4 

3 

.4 

.4 

Nov 

.1 

.3 

.1 

.3 

.2 

.3 

.3 

.4 

.1 

.2 

0 

.2 

-.1 

.1 

.1 

.3 

0 

.2 

0 

.2 

1994:  Jan 

.3 

0 

.1 

.1 

.3 

.1 

.3 

.1 

.2 

0 

.3 

.3 

.5 

.3 

.3 

.1 

.5 

.3 

.3 

.3 

Mar 

.3 

.3 

.5 

.4 

.5 

.3 

.5 

.3 

.4 

.3 

.1 

.1 

.1 

.1 

.1 

.2 

.1 

.2 

.1 

.1 

.1 

2 

.1 

.2 

.1 

.3 

.1 

.3 

.1 

.1 

.3 

.3 

.3 

.3 

.1 

.3 

.1 

.3 

.3 

.3 

July 

.3 

.3 

.2 

.3 

.2 

.3 

.1 

.2 

.2 

.3 

Aug 

.4 

.3 

.5 

.3 

.4 

.3 

.4 

.3 

.5 

Sept 

.3 

.2 

.3 

.1 

.3 

.2 

.3 

.2 

.2 

.2 

Oct 

.1 

.1 

.1 

.1 

.3 

.2 

.3 

.2 

.1 

0 

.1 

.3 

.1 

.3 

.1 

.2 

.1 

.2 

.1 

Dec . 

0 

2 

-.3 

0 

0 

.3 

-.2 

.1 

-.1 

.1 

'  Changes  from  December  to  December  are  based  on  unadjusted  indeies. 
Note -See  Note,  Table  B-59. 

Source  Department  ot  labor,  Bureau  oi  Labor  Statistics. 
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Table  B-63. — Changes  in  consumer  price  indexes  for  commodities  and  services,  1929-94 
[For  all  urban  consumers^  percent  change] 


■  Changes  Irom  December  to  December  are  based  on  unadjusted  indexes. 

'  Commodities  and  services. 

*  Household  fuels-  gas  (piped),  electricity,  fuel  oil,  etc.— and  motor  fuel.  Motor  oil,  coolant,  etc.  also  included  through  1982. 
Note  — See  Note,  Table  B-59. 

Source:  Department  of  labor.  Bureau  of  Labor  Statistics. 
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Table  B-64. — Productr  price  indexes  by  stage  of  processing,  1950-94 


(1982=100] 


■  Data  have  been  revised  through  August  1994  to  reflect  the  availability  of  late  reports  and  corrections  by  respondents.  All  data  are 
subject  to  revision  4  months  after  origin^  publication. 


See  nett  sage  tor  antaatm  ot  Me. 
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Table  B-64. — Producer  price  indexes  by  stage  of  processing,  t9SO-94 — Continued 


■  kiternwMte  tnateriMJ  for  food  manufacturing  and  feeds. 

*  Data  have  been  revised  through  August  1994  to  reflect  the  availability  of  late  reports  and  corrections  by  respondents.  All  data  are 
subject  to  revision  4  months  after  original  publication. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


161-672  -  95  -  12 
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Table  B-66. — Producer  price  indexes  for  major  commodity  groups,  1950-94 


Fanil  products  and  processed 
foods  and  feeds 


Industriat 

commodities 


r„_  Processed  related  Chemicals 

<0®*  »«l  Total  products  and  allied 


iSds 


apparel  related  I  , 
products  I 


■  Prices  for  some  items  in  this  grouping  are  lagged  and  refer  to  1  month  earlier  than  the  index  month 

r  Data  have  been  revised  through  August  1994  10  reflect  the  availability  of  late  reports  and  corrections  by  respondents.  All  data  are 
subject  to  revision  4  months  after  original  publication. 

See  next  /age  tor  contimalioti  at  tebte 
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Table  B-66. — Producer  price  indexes  for  major  commodity  groups.  1950-94 — Continued 
[1982=100] 


- 1 

P  Industrial  commodities— Continued 

1 

Year  or  month 

Rubber 

and 

plastic 

products 

Lumber 

and 

wood 

products 

Pulp. 

paper, 

and 

allied 

products 

Metals 

and 

metal 

products 

Machinery 

and 

equipment 

Furniture 

and 

household 

durables 

Non- 

metallic 

mineral 

products 

Transportation 

equipment 

Motor 
vehicles 
Total  and 

equip¬ 
ment 

Miscella¬ 

neous 

products 

Table  B-67. — Changes  in  producer  price  indexes  for  finished  goods.  1958-94 
IPcrccnt  change] 


*  Data  have  been  revised  through  August  1994  to  reflect  the  availability  of  late  reports  and  corrections  by  respondents.  All  data  are 
subject  to  revision  4  months  alter  original  publication. 


Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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MONEY  STOCK,  CREDIT,  AND  FINANCE 
Table  B-68. — Money  stock,  liquid  assets,  and  debt  measures,  l9i9-94 


(Averages  of  dally  figures;  billions  of  dollars,  seasonally  adjusted] 


Year 

and 

month 

Ml 

M2 

M3 

L 

Debt' 

Percent  change  from  year  or  6 
months  earlier’ 

Sum  of 
currency, 
demand 
deposits, 
travelers 
checks,  and 
othm 
checkable 
deposits 
(KDs) 

Ml  plus 
overnight 
RPs  and 
Eurodollars, 
MMMF 
balances 
(general 
purpose  and 
broker/ 
dealer), 
MMDAs,  and 
savings  and 
small  time 
deposits 

M2  plus 
large  time 
debits, 
term  RPs, 
term 

Eurodollars, 

and 

institution- 
only  MMMF 
balances 

M3  plus 
other  liquid 
assets 

Debt  of 
domestic 
nontinancial 
sectors 
(monthly 
average) 

Ml 

M2 

M3 

Debt 

December; 

1959 . 

140.0 

297.8 

299  8 

388  6 

687  7 

76 

1960 . 

140.7 

312.3 

315.3 

403.6 

723.1 

0.5 

4.9 

5.2 

5.1 

1961 . 

145.2 

335.5 

341.0 

430.8 

765.8 

3.2 

7.4 

8.2 

59 

1962 . 

147.8 

362.7 

371.4 

466.1 

818.6 

1.8 

8.1 

8.9 

69 

1963 

153.3 

393.2 

406.0 

503.8 

873.5 

3.7 

84 

9.3 

67 

1964 

160.3 

424.8 

442  5 

540.4 

937.0 

4.6 

8.0 

9.0 

7.3 

1965 

167.9 

459.3 

482.2 

584.4 

1,003.8 

4.7 

8.1 

9.0 

7.1 

1966 

172.0 

480.0 

505.1 

614.7 

1,071.2 

2.4 

4.5 

4.7 

6.7 

1967 

183.3 

524.3 

557.1 

666.5 

1,145.4 

6.6 

9.2 

10.3 

6.9 

1968 

197.4 

566.3 

606.2 

728.9 

1,236.8 

7.7 

8.0 

8.8 

8.0 

1969 

203.9 

589.5 

615.0 

763.5 

1,326.9 

3.3 

4.1 

1.5 

7.3 

1970 

214.4 

628.1 

677.4 

816.2 

1,416.0 

5.1 

6.5 

10.1 

6.7 

1971 

228.3 

712.7 

776.1 

902.9 

1,549.5 

6.5 

13.5 

14.6 

94 

1972 

249.2 

805.2 

886.0 

1,022.9 

1,704.4 

9.2 

13.0 

14.2 

10.0 

1973 

262.8 

861.0 

984.9 

1,142.4 

1,890.7 

5.5 

6.9 

11.2 

10.9 

1974 

274.3 

908.5 

1,070.3 

1,250.2 

2,064.0 

4.4 

5.5 

8.7 

9.2 

1975 

287.5 

1,023.2 

1,172.2 

1,366.9 

2,251.5 

4.8 

12.6 

9.5 

9.1 

1976 

306.3 

1,163.6 

1,311.7 

1,516.5 

2,4%.3 

6.5 

13.7 

11.9 

10.9 

1977 

331.1 

1,286.5 

1,472.5 

1,705.3 

2,813.7 

8.1 

10.6 

12.3 

12.7 

1978 

358.2 

1,388.6 

1,646.4 

1,910.7 

3,192.2 

8.2 

7.9 

11.8 

13.5 

1979 

382.5 

1,497.0 

1,803.9 

2,117.1 

3,568.1 

6.8 

7.8 

9.6 

11.8 

1980 

408.5 

1,629.3 

1,988.8 

2,325.8 

3,896.9 

6.8 

8.8 

10.3 

9.2 

1981 

4363 

1,793.3 

2,235.9 

2,598.7 

4,279.3 

6.8 

10.1 

12.4 

9.8 

1982 

474.3 

1,953.2 

2,443.2 

2,853.1 

4,692.2 

8.7 

8.9 

9.3 

9.6 

1983 

521.0 

2,187.6 

2,696.2 

3,157.6 

5,244  3 

9.8 

12.0 

10.4 

11.8 

1984 

552.1 

2,377.9 

2,994.6 

3,536.0 

6,011.4 

6.0 

8.7 

11.1 

14.6 

1985 

619.9 

2,575.0 

3,211.6 

3,838.9 

6,902.1 

12.3 

8.3 

7.2 

14.8 

1986 

724.5 

2,818.2 

3,497.3 

4,137.5 

7,785.2 

16.9 

9.4 

8.9 

12.8 

1987 

750.1 

2,920.1 

3,681.3 

4,340.2 

8,544.6 

3.5 

3.6 

5.3 

9.8 

1988 

787.4 

3,081.4 

3,920.4 

4,674.6 

9,315.0 

5.0 

5.5 

6.5 

90 

1989 

794.7 

3,239.8 

4,067.3 

4,897.3 

10,045.1 

.9 

5.1 

3.7 

7.8 

1990 

826.4 

3,353.0 

4,125.7 

4,974.8 

10,690.2 

4.0 

3.5 

1.4 

6.4 

1991 

897.7 

3,455.2 

4,180.4 

4,992.9 

11,171.1 

8.6 

3.0 

1.3 

4.5 

1992 

1,024.8 

3,509.0 

4,183.0 

5,057.1 

11,706.1 

14.2 

1.6 

.1 

4.8 

1993 

1,128.4 

3,567.9 

4,232.0 

5,135.0 

12,335.4 

10.1 

1.7 

1.2 

5.4 

1994 

1,147.6 

3.600.0 

4,282.4 

1  7 

9 

12 

1993:  Jan 

1,033.0 

3,502.7 

4,162.6 

5,040.2 

11,743.8 

14.3 

1.3 

-1.1 

43 

Feb 

1,035.4 

3,494.1 

4,156.7 

5,036.2 

11,779.3 

12.2 

.3 

-1.9 

4.0 

Mar . 

1,040.2 

3,494.7 

4,155.6 

5,037.5 

11,830.4 

10.3 

-.1 

-2.1 

4.0 

Apr 

1,047.1 

3,497.9 

4,163.2 

5,055.6 

11,892.8 

8.5 

-.5 

-1.6 

4.6 

May 

1,067.7 

3,521.8 

4,188.8 

5,089.4 

11,953.9 

10.1 

.6 

-.2 

5.1 

June 

1,076.6 

3,528.6 

4,189.0 

5,090.7 

12,009.0 

10.1 

1.1 

.3 

5.2 

July 

1,086.4 

3,533.2 

4,187.9 

5,087.2 

12,063.9 

10.3 

1.7 

1.2 

5.5 

Aug 

1,095.3 

3,536.0 

4,188.4 

5,096.4 

12,121.7 

11.6 

2.4 

1.5 

5.8 

Sept 

1,105.1 

3,544.3 

4,197.6 

5,089.6 

12,174.9 

12.5 

2.8 

2.0 

5.8 

Oct 

1,113.4 

3,548.0 

4,205.3 

5,100.3 

12,211.4 

12.7 

2.9 

2.0 

5.4 

Nov 

1,122.4 

3,560.3 

4,219.0 

5,113.8 

12,268.4 

10.2 

2.2 

1.4 

5.3 

Dec  . 

1,128.4 

3,567.9 

4,232.0 

5,135.0 

12,335.4 

9.6 

2.2 

2.1 

5.4 

1994: Jan 

1,133.5 

3,574.9 

4,238.3 

5,157.2 

12,379.6 

8.7 

2.4 

2.4 

5.2 

Feb 

1,138.5 

3,572.1 

4,213.2 

5,146.4 

12,430.4 

7.9 

2.0 

1.2 

5.1 

Mar 

1,142.3 

3,584.3 

4,220.4 

5,144.6 

12,496.0 

6.7 

2.3 

1.0 

5.3 

tor 

1,141.1 

3,591.5 

4,229.6 

5,165.4 

12,555.2 

5.0 

2.5 

1.2 

5.6 

May 

1,142.8 

3,595.2 

4,228.9 

5,171.6 

12,6136 

3.6 

2.0 

.5 

5.6 

June 

1,146.3 

3,588.9 

4,230.4 

5,1620 

12,655.5 

3.2 

1.2 

-.1 

5.2 

July 

1,153.1 

3,604.6 

4,2528 

5,189.1 

12,683.4 

3.5 

1.7 

.7 

4.9 

Aug 

1,151.0 

3,598.9 

4,245.9 

5,1821 

12,749.1 

2.2 

1.5 

1.6 

5.1 

Sept 

1,151.9 

3,597.6 

4,250.9 

5,176.9 

12,809.5 

1.7 

.7 

1.4 

5.0 

Oct . 

1,148.5 

3,592.6 

4,259.6 

5,205.5 

12,856.8 

1.3 

.1 

1.4 

4.8 

Nov . 

1,147.6 

3,594.2 

4,267.0 

5,217.8 

12,924.3 

.8 

-.1 

1.8 

4.9 

1,147.6 

3,600.0 

4,282.4 

.2 

.6 

2.5 

■  Consists  of  outstanding  credit  market  debt  of  the  U  S.  Government.  State  and  local  governments,  and  private  nontinancial  sectors; 
data  derived  from  flow  of  Hinds  accounts. 

‘Annual  changes  are  from  December  to  December;  monthly  changes  are  from  6  months  earlier  at  a  simple  annual  rate. 
Note.— See  Table  B-69  for  components. 

Note  — See  Table  B-69  for  components 

Data  do  not  reflect  revisions  released  on  February  2.  1995. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System 
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Table  B-69. — Components  of  money  stock  measures  and  liquid  assets.  /9J9-94 
[Amtits  of  daily  figures;  billions  of  dollars,  seasonally  adjusted,  except  as  noted] 


Overnight 
repur¬ 
chase 
agree¬ 
ments 
(UPs) 
net,  phis 
overiMght 
Eurodol¬ 
lars  ■ 

Money  market  mutual 
lund  (MMMF) 
balances 

Savings 
deposits, 
induding 
money 
markd 
deposit 
accounts 
(MMOAs)  > 

Year 

and 

montb 

Currency 

Tranders 

checks 

Demand 

deposits 

Other 

checkable 

deposits 

(OOh) 

General 

purpose 

and 

broker/ 

dealer* 

Institu¬ 

tion 

only* 

See  met  pete  hr  cmtimulion  o!  tMe 
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Table  B-69. — Components  of  money  stock  measures  and  liquid  assets.  19f9-94 — Continued 


[Averatet  ol  daily  figures:  billions  of  dollars,  seasonally  adjusted,  except  as  noted] 


'Small  denomination  and  large  denomination  deposits  are  those  issued  in  amounts  of  less  than  $100,000  and  more  than  $100,000. 
respectively. 

Note.— NSA  indicates  data  are  not  seasonally  adjusted. 

See  also  Table  8-68 

Data  do  not  retlect  revisions  released  on  February  2,  1995. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Tabue  B-70. — Aggrtgale  merits  of  depository  institutions  and  monetary  base.  7959-94 
(Averages  of  daily  figures millions  of  dollars;  seasonally  adjusted,  e«cept  as  noted) 


Adjusted  lor  changes  in  reserve  requirements  *  | 

Borrowings  of  depository 
institutions  from  the  Federal 
Reserve,  NSA 

Reserves  of  depository  institutions  | 

Year  and  month 

Total 

Nonbor- 

rowed 

Nonbor- 

rowed 

plus 

extended 

credit 

Required 

Mone¬ 

tary 

base 

Total 

Extended 

credit 

December: 

1959 . 

11,109 

10,168 

10.168 

10,603 

40,880 

941 

1960 . 

11,247 

11,172 

11 172 

10  503 

40977 

74 

1961 . 

lli499 

11,366 

11'366 

10^915 

4li853 

133 

1962 

11,604 

11,344 

11.344 

11.033 

42,957 

260 

1963 

11,730 

11,397 

11.397 

11.239 

45,003 

332 

1964 

12,011 

11,747 

11,747 

11.605 

47.161 

264 

1965 

12,316 

11,872 

11.872 

11.892 

49,620 

444 

1966 

12i23 

11,690 

11.690 

11.884 

51.565 

532 

1967 

13,180 

12,952 

12,952 

12,805 

54,579 

228 

1968 

13,767 

13,021 

13,021 

13,341 

58,357 

746 

1969 

14,168 

13,049 

13,049 

13,882 

61,569 

1,119 

1970 

14,558 

14,225 

14.225 

14.309 

65,013 

332 

1971 

15^230 

15,104 

15.104 

15,049 

69,108 

126 

1972 

16,645 

15,595 

15.595 

16.361 

75,167 

1,050 

1973 

17,021 

15.723 

15.723 

16.717 

81.073 

1.298 

41 

1974 

17,550 

16,823 

16:970 

17',292 

87,535 

727 

32 

147 

1975 

17,822 

17,692 

17,704 

17,556 

93,887 

130 

14 

12 

1976 

18,388 

18,335 

18,335 

18.115 

101,515 

53 

13 

1977 

18,990 

18,420 

18,420 

18,800 

110,323 

569 

55 

1978 

19,753 

18,885 

18,885 

19,521 

120,445 

868 

135 

1979 . 

20,720 

19,248 

19,248 

20,279 

131,143 

1,473 

82 

1980 

22,015 

20,325 

20,328 

21,501 

142,004 

1,690 

116 

3 

1981 

22,443 

21,807 

21,956 

22,124 

149,021 

636 

54 

148 

1982 

23,600 

22,966 

23,152 

23,100 

160,127 

634 

33 

186 

1983 

25,367 

24,593 

24,595 

24,806 

175,467 

774 

96 

2 

1984 

26,847 

23,661 

26,265 

25,992 

187,224 

3,186 

113 

2,604 

1985 

31,451 

30,132 

30,632 

30,414 

203,543 

1,318 

56 

499 

1986 

38,935 

38,108 

38,411 

37,565 

223,576 

827 

38 

303 

1987 

38,849 

38,072 

38,555 

37,803 

239,775 

777 

93 

483 

1988 

40,396 

38,681 

39,925 

39,349 

256,870 

1,716 

130 

1,244 

1989 . 

40,496 

40,231 

40,251 

39,574 

267,696 

265 

84 

20 

1990 . 

41,769 

41,444 

41,466 

40,105 

293,157 

326 

76 

23 

1991 

45,532 

45,340 

45,340 

44,553 

317,122 

192 

38j 

1 

1992 

54,341 

54,218 

54,218 

53,186 

350,609 

124 

18 

1 

1993 

60,476 

60,394 

60,394 

59,413 

385,855 

82 

31 

0 

1994 

59,003 

58,794 

58,794 

57,856 

417,076 

209 

100 

1993  fan 

54,684 

54,519 

54,520 

53,425 

353,152 

165 

11 

1 

Feb 

54,906 

54,861 

54,861 

53,802 

355,913 

45 

18 

0 

Mar 

55,228 

55,137 

55,137 

54,015 

358,590 

91 

26 

0 

55,306 

55,233 

55^33 

54,210 

361,166 

73 

41 

0 

May . 

56,740 

56,618 

56,618 

55,743 

365,294 

121 

84 

0 

June . 

57,048 

56,867 

56,867 

56,138 

368,194 

181 

142 

0 

July 

57,546 

57,302 

57,302 

56,457 

371,286 

244 

210 

0 

Aug 

58,011 

57,659 

57,659 

57,059 

374,340 

352 

234 

0 

Sept 

58,813 

58,386 

58,386 

57,723 

378,076 

428 

236 

0 

Oct 

59,749 

59,464 

59,464 

58,660 

381,400 

285 

192 

0 

Nov . 

60,320 

60,231 

60,231 

59,219 

384,029 

89 

75 

0 

Dec 

60,476 

60,394 

60,394 

59,413 

385,855 

82 

31 

0 

1994  Jan 

60,603 

60,529 

60,529 

59,155 

389,613 

73 

15 

0 

Feb 

60,763 

60,693 

60,693 

59,623 

393,960 

70 

15 

0 

Mar 

60,588 

60,533 

60,533 

59,621 

397,014 

55 

24 

0 

Apr 

60,333 

60,208 

60,208 

59,181 

399,198 

124 

57 

c 

May 

59,910 

59,709 

59,709 

58,995 

401,725 

200 

134 

t 

June . 

59,708 

59,374 

59,374 

58,603 

404,319 

333 

226 

0 

July 

59,819 

59,361 

59,361 

58,712 

407,043 

458 

364 

0 

Aug 

59,518 

59,050 

59,050 

58,514 

409,200 

469 

445 

c 

Sept . 

59,483 

58,996 

58,996 

58,423 

411,084 

487 

444 

( 

Oct 

59,170 

S8.790 

58.790 

58.366 

413,399 

380 

339 

( 

Nov . 

59,012 

58.763 

58.763 

58.004 

416,463 

249 

164 

0 

Dec . 

59,025 

58,816 

58,816 

57,856 

417,076 

209 

100 

_ " 

■  Data  are  prorated  averages  of  biweekly  (maintenance  period)  averages  of  daily  figures. 

’Aggregate  reserves  incorporate  adjustments  lor  discontinuities  associated  with  regulatory  changes  to  reserve  requirements  For 
details  on  aggregate  reserves  series  see  fedent  Kesene  Ba/eHi. 

Note.— NSA  indicates  data  are  not  seasonally  adjusted. 

Monetary  base  data  do  not  reflect  revisions  released  on  February  2,  1995. 

Source;  Board  of  Governors  of  the  Federal  Reserve  System. 


Table  B-71. — Bank  credit  at  all  commercial  hanks,  1972-94 
(Monthly  average^  billions  of  dollars,  seasonally  adjusted  ■) 


Year  and  month 


Total 

bank 

credit 


Securities  in  bank  credit 


Total 

securi¬ 

ties 


U.S. 

Govern¬ 

ment 

securi¬ 

ties 


Other 

securi¬ 

ties 


Total 

loans 

and 

leases’ 


loans  and  leases  in  bank  credit 


Com¬ 

mercial 

and 

indus¬ 

trial 


Re¬ 

volv¬ 

ing 

home 

equity 


Con¬ 

sumer 


Secu¬ 

rity 


1972 . 

572.5 

182.4 

89.0 

93.4 

1973 . 

647.8 

187.6 

88.2 

99.4 

1974 . 

713.7 

193.8 

86.3 

107.5 

13/5 

745.1 

227.9 

116.7 

111.2 

13/8 

804.6 

249.8 

136.3 

113.5 

197/ 

891.5 

259.3 

136.6 

122.7 

1978 

1,013.9 

266.8 

137.6 

129.2 

1973 

1,135.6 

286.2 

144.3 

141.9 

1380 

1,238.6 

325.0 

170.6 

154.4 

1931 

1,307.0 

339.8 

179.3 

160.5 

1982 

1,400.4 

366.5 

201.7 

164.8 

1383 

1,552.2 

428.3 

259.2 

169.1 

138» 

1,722.9 

400.7 

140.9 

1385 

1,910.4 

449.8 

179.0 

1388 

2.093.7 

504.0 

Mill! 

193.9 

1937 

2,241.2 

5316 

335.8 

195.8 

New  series 

1388 . 

2,435.7 

367.1 

195.3 

1383 . 

2,608.6 

400.0 

184.5 

1950 . 

2.749.7 

455.6 

178.2 

1991 

2,852.5 

743.4 

563.9 

179.5 

1332 

2,949.7 

839.7 

663.3 

176.3 

1893 . 

3,105.3 

911.6 

727.3 

184.4 

1994 . 

3,323.4 

950.5 

717.6 

mm 

1993  Jan 

2,954.2 

843.9 

668.5 

175.4 

Feb . 

2,968.8 

856.8 

679.6 

177.2 

Mar . 

2,984.5 

870.5 

690.7 

179.8 

iSy 

2,991.9 

878.9 

697.3 

181.6 

3,015.6 

883.9 

701.4 

182.5 

iune . 

3,037.9 

892.2 

710.4 

181.8 

July . 

3,060.7 

896.5 

714.2 

182.2 

,4ug 

3,065.2 

718.3 

184.4 

Soil . 

3,072.8 

720.4 

184.1 

Ccl 

3,074.7 

899.6 

717.5 

■  182.1 

Nov 

3,090.9 

720.8 

181.9 

Dec 

3,1053 

911.6 

727.3 

'  184.4 

1994  Jan 

3,142.0 

941.9 

732.5 

209.5 

Feb 

3,153.0 

943.2 

731.9 

211.3 

Mar 

3,178.5 

960.2 

746.7 

213.4 

K 

3306.1 

976.2 

757.0 

219.2 

3,211.8 

972.0 

750.1 

221.9 

June . 

3324.0 

974.6 

750.9 

223.6 

July 

751.5 

228.0 

Aug . 

kSG 

746.8 

225.1 

3380.5 

3387.7 

3397.2 

3,323.4 

741.1 

227.0 

Oct . 

957.6 

727.9 

229.7 

Nov . 

9506 

719.9 

230.7 

Dec . 

717.6 

232.8 

390.1 

137.1 

98.1 

86.3 

15.6 

53.0 

460.2 

165.0 

117.3 

98.6 

12.9 

66.4 

10?  4 

127 

711 

517.2 

189.3 

134.4 

104.9 

13.5 

75.1 

554.8 

190.9 

148.8 

116.3 

17.7 

81.1 

^.3 

211.0 

175.2 

138.3 

21.0 

86.8 

747.1 

246.2 

210.5 

164/ 

19./ 

1060 

849.4 

291.4 

241.9 

184.5 

18.7 

112.9 

913.5 

325.7 

262.6 

179.2 

18.0 

1260 

967J 

355.4 

284.1 

182.5 

1,033.9 

392.5 

299.9 

188.2 

25.3 

1,123.9 

414.2 

331.0 

212.9 

28.0 

1.322J 

473.2 

376.3 

254.2 

35.0 

183.5 

1,460.6 

500.2 

425.9 

295.0 

43.3 

196.2 

1.589.7 

536.7 

494.1 

315.4 

40.3 

203.2 

1,709.6 

566.4 

587.2 

328.2 

34.5 

193.3 

1,873.3 

607.9 

674.5 

40.1 

634.5 

357.7 

41.0 

192.1 

2,024.1 

639.0 

769.6 

50.3 

/19.3 

378.2 

41.9 

195.4 

2,115.9 

640.0 

854.5 

623 

792.2 

383.5 

45.2 

192.8 

2,109.1 

618.6 

878.9 

69.6 

809.3 

366.4 

54/ 

190.5 

2.110.0 

594.2 

900.3 

73.6 

826/ 

358.8 

64.6 

192.1 

940.8 

732 

8676 

.3912 

87.7 

190.5 

2,372.9 

644.3 

999.9 

75.9 

924.0 

450.4 

76.6 

201.7 

2,110.3 

594.3 

899.2 

73.6 

825.7 

361.3 

63.8 

191.6 

2,112.0 

KOlil 

826.6 

363.4 

62.6 

190.7 

902.3 

8276 

364.9 

64.8 

189.5 

rfral 

902.7 

827.6 

36/.1 

63.7 

191.9 

907.5 

832.3 

369.3 

69.4 

194.3 

2,145.7 

592.4 

913.2 

75.1 

838.1 

371.1 

73.1 

195.9 

2,164.2 

590.5 

916.9 

750 

8419 

375.3 

83.1 

198.4 

2,162.6 

919.8 

74.7 

845.1 

378.1 

80.4 

195.5 

K*:  : 

923.1 

744 

848  7 

380.3 

824 

196.0 

E 

927.2 

738 

8.5.33 

3848 

818 

195.4 

EE] 

934.0 

735 

8605 

388.4 

882 

193.2 

2,193.6 

583.4 

940.8 

73.2 

867.6 

391.2 

87.7 

190.5 

2,200.1 

588.3 

942.8 

73.0 

869.8 

394.3 

81.1 

193.5 

2,209.8 

942.2 

73.2 

869.1 

398.0 

82.3 

196.6 

H0IE 

943.0 

/3,3 

869.8 

402  5 

834 

194.0 

2,229.9 

946.3 

73.4 

8/2.9 

408.9 

11.0 

195.6 

2,239.8 

949.0 

73.7 

875.2 

412.5 

7/5 

193.6 

2,249.4 

610.4 

956.0 

74.1 

881.9 

416.3 

76.2 

190.5 

618.9 

962.9 

742 

8887 

424.3 

77.7 

197.1 

623.6 

971.6 

/44 

89/2 

430.3 

75.0 

198.4 

628.0 

979.2 

74.7 

904.4 

435.2 

69.1 

200.9 

634.1 

983.9 

908.9 

442.1 

72.1 

197.9 

i  S  i 

639.4 

990.3 

914  8 

\m£W\ 

198.6 

644.3 

999.9 

75.9 

924.0 

201.7 

■  Data  are  Wednesday  values  or  prorated  averages  of  Wedriesday  values  lor  domestically  chartered  commercial  banks,  branches  and 
agencies  of  foreign  banks.  New  York  State  investment  rampanies,  and  foreign-related  institutions.  Beginning  1988,  data  are  adjusted  lor 
breaks  caused  by  reclassifications  of  assets  and  liabilities. 

*  Ejchides  Federal  funds  sold  to,  reverse  repurchase  agreements  (RPs)  with,  and  loans  to  commercial  banks  in  the  United  States. 
Note.— Data  are  not  strictly  comparable  because  of  breaks  in  the  series. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-72. — Bond  yields  and  interest  rates,  1929-94 


[Ptrctnt  p«r  wnum] 


■  Rate  on  new  Issues  within  period:  bank-discount  basis. 

*  Yields  on  the  more  actively  traded  issues  adjusted  to  constant  maturities  by  the  Treasury  Department. 

V  Effective  rate  (in  the  primary  market)  on  conventional  mortgages,  reflecting  fees  and  charges  as  well  as  contract  rate  and 
assuming,  on  the  average,  repayment  at  end  of  10  years.  Rates  OMinning  January  1973  not  strictly  comparable  with  prior  rates. 

*  Bank-discount  basis:  prior  to  November  1979,  data  are  for  4-6  moiiths  paper. 

*  For  monthly  data,  high  and  low  lor  the  period.  Prime  rate  tor  1929-33  and  1947-48  are  ranges  of  the  rate  in  effect  during  the 
period. 

*  Since  July  19,  197S,  the  daily  effective  rate  is  an  average  of  the  rates  on  a  given  day  weighted  by  the  volume  of  transactions  at 
these  rates,  nior  to  that  date,  the  daily  effective  rate  was  the  rate  considered  most  representative  of  the  day’s  transactions,  usually 
the  one  at  which  most  transactions  occurred. 

r  From  October  30,  1942,  to  April  24,  1946,  a  preferential  rate  of  O.SO  percent  was  in  effect  for  advances  secured  by  Government 
securities  maturing  in  1  year  or  less. 

See  next  pege  fa  conlmatm  el  Me. 
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Table  B-72. — Bond  yields  and  interest  rates,  1929-94 — Continued 


[Percent  per  annum] 


U.S.  Treasury  securities 

Corporate 

bonds 

(Mo^’s) 

High- 
grade 
munici¬ 
pal 
bonds 
(Stand¬ 
ard  8 
Poor’s) 

Com¬ 

mer¬ 

cial 

mm 

Year  and 
month 

Bills 

(new  issues)  ‘ 

Constant  maturities* 

New- 

home 

rate. 

6- 

month 

3- 

year 

10- 

year 

30- 

year 

Aaa 

Baa 

yiVisr. 

paper. 

6 

months* 

Bank 
of  New 
York* 

rate* 

High-low 

1990: 

Jan . 

7.64 

7.52 

8.13 

8.21 

8.26 

8.99 

9.94 

7.13 

9.91 

7.96 

10.50-10.00 

7.00-7.00 

8.23 

Fsi) . 

7.76 

7.72 

8.39 

8.47 

8.50 

9.22 

10.14 

7.21 

9.88 

8.04 

10.00-10.00 

7.00-7.00 

8.24 

Mar . 

7.87 

783 

8.63 

8.59 

8.56 

9.37 

10.21 

7.29 

10.03 

8.23 

10.00-10.00 

7.00-7.00 

8.28 

7.78 

7.82 

8.78 

8.79 

8/6 

9.46 

10.30 

7.36 

10.17 

8.29 

10.00-10.00 

7.00-7.00 

8.26 

7.78 

7.82 

8.69 

8/6 

8/3 

9.47 

10.41 

7.34 

10.28 

8.23 

10.00-10.00 

7.00-7.00 

8.18 

June . 

7.74 

7.64 

8.40 

8.48 

8.46 

9.26 

10.22 

7.22 

10.13 

8.06 

10.00-10.00 

7.00-7.00 

8.29 

July . 

7.66 

7.57 

8.26 

8.4/ 

8.50 

9.24 

10.20 

7.15 

10.08 

7.90 

10.00-10.00 

7.00-7.00 

8.15 

Aug . 

7.44 

7.36 

8.22 

8/5 

8.86 

9.41 

10.41 

7.31 

10.11 

7.77 

10.00-10.00 

7.00-7.00 

8.13 

Sept . 

7.38 

7.33 

8.2/ 

8.89 

9.03 

9.56 

10.64 

7.40 

9.90 

7.83 

10.00-10.00 

7.00-7.00 

8.20 

Oct . 

7.19 

7.20 

3.07 

8/2 

8.86 

9.53 

10.74 

7.40 

9.98 

7.81 

10.00-10.00 

7.00-7.00 

8.11 

Nov . 

7.07 

7.04 

/./4 

8.39 

854 

9.30 

10.62 

7.10 

9.90 

7.74 

10.00-10.00 

7.00-7.00 

7.81 

Dec . 

6.S1 

6.76 

/.4/ 

8.08 

8.24 

9.05 

10.43 

7.04 

9.76 

7.49 

10.00-10.00 

7.00-6.50 

7.31 

1991: 

Jan . 

6.30 

6.34 

7.38 

827 

9.04 

10.45 

7.05 

9.65 

7.02 

10.00-  9.50 

6.50-6.50 

6.91 

Feh . 

5.95 

5.93 

7.08 

765 

803 

8.83 

10.07 

9.57 

6.41 

9.50-  9.00 

6.50-6.00 

6.25 

Mar . 

5.91 

5.91 

7.35 

8.11 

829 

8.93 

10.09 

7.07 

9.43 

6.36 

9.00-  9.00 

6.00-6.00 

6.12 

is,:; . ::::: 

5.67 

5.73 

7.23 

8  21 

8.86 

9.94 

7.05 

9.60 

6.07 

9.00-  9.00 

6.00-5.50 

5.91 

551 

5.65 

7.12 

EmI 

8.2/ 

8.86 

9.86 

6.95 

KM] 

5.94 

9.00-  8.50 

5.50-5.50 

5.78 

June . 

5.60 

5.76 

/.39 

8.28 

8.4/ 

9.01 

9.96 

7.09 

9.46 

6.16 

8.50-  8.50 

5.50-5.50 

5.90 

July . 

5.58 

5.71 

7.38 

8.2/ 

8.45 

9.00 

9.89 

7.03 

9.43 

6.14 

8.50-  8.50 

5.50-5.50 

5.82 

A«a . 

5.39 

5.47 

6.80 

814 

8.75 

9.65 

6.89 

9.48 

5.76 

8.50-  8.50 

5.50-5.50 

5.66 

Sept . 

5.25 

5.29 

6.50 

7.65 

795 

8.61 

9.51 

6.80 

9.30 

5.59 

8.50-  8.00 

5.50-5.00 

5.45 

Oct . 

5.03 

5.08 

623 

7.53 

7  9.3 

8.55 

9.49 

6.59 

9.04 

5.33 

8.00-  8.00 

5.00-5.00 

5.21 

Nov . 

4.60 

4.66 

5.90 

7.42 

792 

8.48 

9.45 

6.64 

8.64 

4.93 

8.00-  7.50 

5.00-4.50 

4.81 

Dec . 

4.12 

4.16 

5.39 

■zy 

7.70 

8.31 

9.26 

6.63 

8.53 

4.49 

7.50-  6.50 

4.50-3.50 

4.43 

1992: 

Jan . 

3.84 

3.88 

5.40 

7.03 

7.58 

8.20 

9.13 

6.41 

8.49 

HE3 

6.50-6.50 

3.50-3.50 

4.03 

leb 

3.84 

3.94 

5/2 

/;j4 

/85 

8.29 

9.23 

6.67 

8.65 

4.13 

6.50-6.50 

3.50-3.50 

4.06 

Mar . 

4.05 

4.19 

6.18 

7.54 

7.9/ 

8.35 

9.25 

6.69 

8.51 

4.38 

6.50-6.50 

3.50-3.50 

3.98 

3.81 

3.93 

5.93 

/.48 

/.96 

8.33 

9.21 

6.64 

8.58 

4.13 

6.50-6.50 

3.50-3.50 

3.73 

3.66 

3.78 

581 

7.39 

/89 

8.28 

9.13 

6.57 

8.59 

3.97 

6.50-6.50 

3.50-3.50 

3.82 

June . 

3.70 

3.81 

5.60 

7.26 

7.84 

8.22 

9.05 

6.50 

8.43 

3.99 

6.50-6.50 

3.50-3.50 

3.76 

July 

3.28 

3.36 

4.91 

6.84 

/60 

8.07 

8.84 

6.12 

8.00 

3.53 

6.50-6.00 

3.50-3.00 

3.25 

Aug 

3.14 

3.23 

4.72 

659 

7.39 

7.95 

8.65 

6.08 

8.00 

3.44 

6.00-6.00 

3.00-3.00 

3.30 

Sept . 

2.97 

3.01 

4.42 

6.42 

7.34 

7.92 

8.62 

6.24 

7.93 

3.26 

6.00-6.00 

3.00-3.00 

3.22 

Oct 

2.84 

2.98 

464 

659 

753 

7.99 

8.84 

6.43 

7.90 

3.33 

6.00-6.00 

3.00-3.00 

Kll!] 

Nov . 

3.14 

3.35 

5.14 

6.87 

7.61 

8.10 

8.96 

6.35 

8.07 

3.67 

6.00-6.00 

3.00-3.00 

3.09 

Dec . 

3.25 

3.39 

521 

6.77 

7.44 

7.98 

8.81 

6.24 

788 

3.70 

6.00-6.00 

3.00-3.00 

2.92 

1993: 

Jan . 

3.06 

3.17 

4.93 

6.60 

7.34 

7.91 

8.67 

6.18 

7.82 

3.35 

6.00-6.00 

3.00-3.00 

3.02 

Feb . 

295 

3.08 

4.58 

6.26 

709 

7.71 

8.39 

5.87 

7.77 

3.27 

6.00-6.00 

3.00-3.00 

3.03 

Mar . 

2.97 

3.08 

4.40 

5.98 

6.82 

7.58 

8.15 

5.65 

7.46 

3.24 

6.00-6.00 

3.00-3.00 

3.07 

2.89 

3.00 

430 

5.97 

6.85 

746 

8.14 

5.78 

7.46 

3.19 

6.00-6.00 

3.00-3.00 

2.96 

2.96 

3.07 

4.40 

6.04 

6.92 

7.43 

8.21 

5.81 

7.37 

3.20 

6.00-6.00 

3.00-3.00 

3.00 

June . 

3.10 

3.23 

4.53 

5.96 

6.81 

7.33 

8.07 

5.73 

7.23 

3.38 

6.00-6.00 

3.00-3.00 

3.04 

July . 

3.05 

3.15 

4.43 

5.81 

6  6) 

7.17 

7.93 

5.60 

7.20 

3.35 

6.00-6.00 

3.00-3.00 

3.06 

Aug . 

3.05 

3.17 

4.36 

5.68 

6.32 

6.85 

7.60 

5.50 

7.05 

3.33 

6.00-6.00 

3.00-3.00 

3.03 

Sept . 

2.96 

3.06 

417 

5.36 

6.66 

7.34 

5.31 

6.95 

3.25 

6.00-6.00 

3.00-3.00 

3.09 

Oct . 

3.04 

3.13 

418 

533 

594 

6.67 

7.31 

5.29 

6.80 

3.27 

6.00-6.00 

3.00-3.00 

2.99 

Nov . 

3.12 

3.27 

450 

5.72 

6.21 

6.93 

7.66 

5.47 

6.80 

3.43 

6.00-6.00 

3.00-3.00 

3.02 

Dec . 

3.08 

3.25 

4.54 

5.77 

6.25 

6.93 

7.69 

5.35 

6.92 

3.40 

6.00-6.00 

3.00-3.00 

2.96 

1994: 

Jan . 

3.02 

3.19 

448 

575 

629 

6.92 

7.65 

5.30 

6.95 

3.30 

6.00-6.00 

3.00-3.00 

3.05 

Feb . 

3.21 

3.38 

4.83 

5.97 

6  49 

7.08 

7.76 

5.44 

6.85 

3.62 

6.00-6.00 

3.00-3.00 

3.25 

Mar 

3.52 

3.79 

540 

6.48 

691 

7.48 

8.13 

5.93 

699 

4.08 

6.00-6.25 

3.00-3.00 

3.34 

t 

3.74 

4.13 

5.99 

6.97 

72/ 

7.88 

8.52 

6.28 

7.31 

4.40 

6.25-6.75 

3.00-3.00 

3.56 

4.19 

4.64 

6.34 

7.18 

/4I 

7.99 

8.62 

6.26 

7.43 

4.92 

6.75-7.25 

3.00-3.50 

4.01 

June . 

4.18 

4.58 

627 

710 

7  40 

7.97 

8.65 

6.14 

7.62 

4.86 

7.25-7.25 

3.50-3.50 

4.25 

July 

4.39 

4.81 

648 

7:jo 

758 

8.11 

8.80 

6.19 

7.71 

5.13 

7.25-7.25 

3.50-3.50 

4.26 

Aug 

4.50 

4.91 

650 

724 

749 

8.07 

8.74 

6.19 

7.67 

5.19 

7.25-7.75 

3.50-4.00 

4.47 

Sept . 

4.64 

5.02 

669 

746 

771 

8.34 

8.98 

6.33 

7.70 

5.32 

7.75-7.75 

4.00-4.00 

4.73 

Oct 

4.96 

5.39 

704 

7  74 

794 

8.57 

9.20 

650 

7.76 

5.70 

7.75-7.75 

4.00-4.00 

4.76 

5.25 

5.69 

7.44 

7.96 

8.08 

8.68 

9.32 

6.96 

7.81 

6.01 

7.75-8.50 

4.00-4.75 

5.29 

Dec . 

5.64 

6.21 

7.71 

7.81 

7.87 

8.46 

9.10 

6.76 

7.83 

662 

8.50-8.50 

4.75-4.75 

5.45 

Sources:  Dqiartment  of  the  Treasunr,  Board  of  Governors  of  the  Federal  Reserve  System,  Federal  Housing  Finance  Board.  Moody’s 
Investors  Service,  and  Standard  t  Poor  s  Corporation. 
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Table  B-73. — Total  funds  raised  in  credit  markets,  I98S-94 


(BiHions  of  doftars;  qurteriir  data  at  seasonatly  adiusted  annual  rates) 


Item 

lf?l 

B31 

1993 

NOtirilUNCML; 

Total  net  borrowini  by  domestic  nonfinancial  sec- 

■ 

■ 

B 

!0£i. .  . 

937.6 

854.3 

733.0 

762.8 

729.0 

475.8 

536.1 

628.1 

U.S.  Governmant . 

225.7 

216.0 

143.9 

155.1 

146.4 

278.2 

304.0 

256.1 

Treasury  securliies . 

225.8 

215.6 

142.4 

137.7 

144.7 

238.7 

292.0 

303.8 

2483 

Agency  issues  and  mortgages . 

-.1 

.4 

1.5 

17.4 

1.6 

8.2 

-13.8 

.2 

7.8 

Private  domestic  nonfinancial  sectors . 

712.0 

638.3 

589.1 

607.7 

582.7 

388.7 

197.5 

232.1 

372.0 

Ta>-eiempt  securities . 

179.5 

41.4 

75.5 

46.3 

698 

48.7 

68.7 

31.1 

78.1 

Corporate  bonds . 

83.2 

127.1 

78.8 

103.1 

73.8 

47.1 

78.8 

67.5 

75.2 

Mortfiges . 

Ttome  mortgages . 

261.7 

305.6 

335.7 

299.9 

281.2 

199.5 

161.4 

123.9 

155.6 

172.3 

2042 

241.6 

234.9 

224.5 

185.6 

163.8 

179.5 

183.9 

Multifamily  residential . 

30.3 

36.4 

24.9 

17.5 

11.5 

4.8 

-3.1 

-11.2 

-6.1 

Commercial 

65.6 

75.1 

762 

52.2 

47.8 

9.3 

.4 

-45.5 

-22.5 

Farm .... 

-6.6 

-10.1 

-6.9 

-4.8 

-2.5 

-.3 

.4 

1.1 

.5 

Consumer  credit 

82.3 

57.5 

32.9 

50.1 

45.8 

16.0 

-15.0 

5.5 

62.3 

Bank  loans  n  e  c 

m 

58.9 

14.7 

38.2 

27.3 

.4 

-40.9 

-13.8 

5.0 

Commercial  paper . 

14.6 

-9.3 

1.6 

11.9 

21.4 

9.7 

-18.4 

8.6 

10.0 

Other . 

47.0 

57.1 

49.9 

58.2 

63.3 

67.4 

-37.1 

9.2 

-14.3 

Bjf  tOfPBWHlg  SfCtV: . 

712.0 

638.3 

589.1 

607.7 

582.7 

388.7 

197.5 

232.1 

372.0 

Households . 

299.1 

268.1 

285.4 

291.4 

281.6 

218.9 

170.9 

217.7 

284.5 

Nonfinancial  domestic  busiriess . 

315.3 

228.7 

2748 

233.1 

123.7 

-35.9 

-2.0 

21.9 

Farm ....  .  . 

HI 

-16.9 

-11.1 

-10.2 

.6 

2.3 

2.1 

1.0 

2.0 

Nonfarm  noncorporate . 

99.1 

75.0 

60.4 

40.3 

10.1 

-28.5 

-43.9 

-26.0 

Corporate 

233.0 

164.8 

224.5 

192.1 

111.3 

-9.6 

45.8 

State  and  local  governments . 

134.9 

54.9 

75.1 

41.5 

68.0 

46.0 

62.6 

16.4 

65.7 

FoieiKn  net  borrowine  in  United  States . 

1.2 

B 

6.2 

6.4 

10.2 

23.9 

13.9 

21.3 

46.9 

Bonds . 

3.8 

7.4 

6.9 

4.9 

21.4 

14.1 

14.4 

59.4 

Bank  loans  n.e.c..  . 

-1.0 

-3.6 

-18 

-.1 

-2.9 

3.1 

2.3 

.7 

Commercial  paper . 

11.5 

3.8 

8.7 

13.1 

12.3 

6.4 

5.2 

-9.0 

U.S.  Government  and  other  loans . 

-3.9 

-1.4 

-7.5 

-7.6 

-7.0 

-9.8 

-.6 

-4.2 

Total  domestic  plus  foreign . 

938.8 

864.0 

739.2 

769.2 

739.2 

659.4 

489.6 

557.4 

675.0 

FINANCIAL 

Total  net  borrowing  by  domestic  financial  sectors . 

204.1 

327.0 

293.7 

249.5 

225.1 

202.9 

152.6 

237.1 

286.1 

U.S.  Government  related . 

101.5 

178.1 

171.8 

119.8 

149.5 

167.4 

145.7 

155.8 

161.2 

Private  domestic  financial  sectors . 

102.5 

148.9 

121.9 

129.7 

75.7 

35.5 

6.8 

81.3 

125.0 

IfOffOMOg  StdPf: . . 

204.1 

327.0 

293.7 

249.5 

225.1 

202.9 

152.6 

237.1 

286.1 

Government-sponsored  enterprises . 

21.7 

14.9 

29.5 

44.9 

25.2 

17.0 

9.1 

40.2 

80.6 

Federally  related  mortgage  pools . 

79.9 

163.3 

142.3 

74.9 

124.3 

150.3 

136.6 

115.6 

80.6 

Private  domestic  financial  sectors . 

102.5 

148.9 

121.9 

129.7 

75.7 

35.5 

6.8 

81.3 

125.0 

Commercial  banks . 

-4.9 

-3.6 

6.2 

-3.0 

-1.4 

-.7 

-11.7 

8.8 

5.6 

Bank  holding  companies . 

16.6 

10.7 

14.3 

5.2 

6.2 

-27.7 

-2.5 

2.3 

8.8 

Savings  institutiuns 

20.7 

24.1 

28.3 

21.7 

-15.1 

-30.2 

-44.5 

-6.7 

11.1 

Funding  corporations 

10.7 

12.0 

9.7 

38.0 

12.5 

15.4 

-6.5 

13.2 

2.9 

Finance  companies 

Asset-backed  securities  issueis . 

40.7 

51.5 

23.2 

23.9 

27.4 

24.0 

186 

-3.6 

.2 

16.0 

42.0 

49.9 

37.6 

28.3 

52.3 

51.0 

56.3 

81.5 

Other  . 

2.7 

12.3 

-9.6 

6.3 

17.8 

2.3 

2.5 

11.0 

14.9 

AU  SFCTOIIS,  BY  TRANSACTION: . 

1,142.9 

0 

1,032.9 

316.4 

1,018.7 

274.9 

964.4 

862.3 

642.2 

794.5 

961.2 

U.S.  Government  securities . 

326.2 

394.5 

295.8 

414.4 

424.0 

459.8 

417.3 

Tax-exempt  securities . 

179.5 

41.4 

75.5 

46.3 

69.8 

48.7 

68.7 

31.1 

78.1 

Corporate  and  foreign  bonds . 

143.4 

222.5 

164.7 

162.2 

120.2 

114.7 

160.5 

160.4 

252.9 

Homages 

261.7 

305.8 

336.0 

300.2 

281.6 

200.1 

161.9 

124.5 

159.2 

Consumer  credit . 

82.3 

57.5 

32.9 

50.1 

45.8 

16.0 

-15.0 

5^ 

62.3 

Bank  loans  nec 

40.7 

702 

2.8 

39.1 

40.7 

2.2 

-29.1 

-9.4 

-8.3 

Open-maiket  paper 

52.8 

26.4 

32.3 

75.4 

65.9 

30.7 

-44.0 

13.1 

-5.1 

Other  loans . 

56.3 

72.7 

722 

70.5 

44.7 

35.6 

-84.9 

9.5 

4.7 

See  mtt  ptie  fa  ceeHoettai  of  tstte 
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Table  B-73. — Total  funds  raised  in  credit  markets.  1985-94 — Continued 


IBIIIions  of  dollars:  quarterly  data  at  seasonally  adjusted  annual  rates] 


Item 

1992 

1993 

1994 

1 

II 

III 

IV 

1 

II 

III 

IV 

1 

II 

III 

flONFINANCIAL: 

Total  net  borrowine  bv  domestic  nonfmanciai 

618.4 

505.1 

564.8 

456.0 

481.4 

740.5 

613.3 

677.2 

651.2 

543.4 

612.3 

U.S.  Government . 

331.3 

347.4 

2S4.6 

242.7 

240.5 

336  4 

173.4 

274.2 

210.6 

122.9 

134.1 

Treasury  securities . 

342.4 

347.0 

2a55 

240.0 

237.4 

332.3 

157.2 

266.5 

211.8 

118.2 

129.8 

Agency  issues  and  mortgages . 

-11.2 

.4 

9.0 

2.7 

3.2 

4.1 

16.3 

// 

-1.3 

4.7 

4.4 

Private  domestic  nonfinancial  sectors . 

287.1 

157.7 

270.3 

2133 

El 

439.9 

4406 

4205 

478.1 

Tax-exempt  securities . 

425 

521 

45.6 

-158 

88.7 

130.3 

68.2 

27.4 

22.6 

-98 

-41.2 

Corporate  bonds . 

76.5 

7/8 

61/ 

540 

85.7 

75/ 

72.6 

67.4 

35.1 

38.9 

24.6 

Mortgages . 

Home  mortgages . 

195.9 

52.5 

160.7 

86.6 

KTl 

152.2 

222.1 

148.5 

151.5 

1622 

219.4 

233.2 

926 

227.4 

164.9 

193.5 

236  5 

164.5 

130.2 

1449 

199.6 

Multifamily  residential . 

102 

-16.9 

-11.5 

-26  5 

-5  5 

-11.4 

-49 

-2.6 

-6.1 

4.3 

7.1 

46.9 

25.9 

53.0 

51.4 

15.7 

30.9 

-9.9 

-33.6 

-23.4 

7.1 

8.9 

Farm 

-.6 

2.7 

28 

-.5 

.2 

1.0 

.4 

.2 

.8 

6.0 

3.7 

Consumer  credit . 

-4.6 

-15.0 

12.0 

29.6 

20.3 

41.6 

762 

111.3 

72.7 

121.9 

127.1 

Bank  loans  n  e  c 

-30.8 

-20.5 

-23.0 

19.1 

-16.2 

-.2 

7.8 

28.5 

74.2 

73.0 

93.5 

Commercial  paper . 

10.3 

-2.0 

4.0 

22.3 

-14.1 

33.2 

17.2 

3.8 

80 

16.4 

33.8 

Other  . 

-2.7 

12.8 

9.3 

17.5 

-23.3 

-28.6 

-21.7 

16.2 

765 

17.8 

209 

By  bofromog  sector. . 

287.1 

157.7 

270.3 

2133 

240.9 

4399 

403.0 

440.6 

4205 

478.1 

Households . 

238.6 

1210 

2616 

249.6 

167.5 

264.1 

368.5 

337.7 

299.4 

303.6 

370.5 

Nonfinancial  domestic  business . 

13.3 

22 

-25.4 

19 

-116 

26.7 

24.1 

48.2 

131.4 

144.7 

156.4 

Farm . 

-.2 

5.1 

16 

-2.4 

-2.3 

2.7 

4.1 

36 

3.1 

11.8 

3.6 

Nonfarm  noncorporate . 

-22.1 

-45.3 

-54.3 

-53.9 

-28.6 

-33.4 

-26.2 

-15.6 

8.4 

16.5 

26.9 

Corporate . 

35.6 

42.4 

27.4 

58.2 

19.3 

57.4 

46.3 

60.2 

119.9 

116.4 

125.9 

State  and  local  governments . 

35.2 

34.5 

34.1 

-38.2 

85.0 

1132 

47.3 

17.1 

9.9 

-27.8 

-48.8 

Foreign  net  borrowing  in  United  States . 

-3.8 

550 

36 

3S9 

428 

83.1 

22.9 

-66.3 

-1.9 

-3.4 

Bonds . 

1.0 

18.7 

12.1 

26.0 

66.5 

45.3 

845 

41.4 

29.0 

11.1 

6.6 

Bank  loans  n.e.c . 

1.5 

14.1 

3.9 

BSE 

1.5 

6.6 

1.0 

-6.3 

6.0 

-.8 

.9 

Commercial  paper . 

-8.0 

27.8 

13.1 

-12.1 

-21.7 

-.6 

-1.6 

-12.0 

-101.8 

-5.2 

-8.1 

U.S.  Government  and  other  loans . 

1.8 

-5.6 

1.4 

.0 

-/.5 

-8.4 

-.8 

-.1 

.5 

-7  0 

-2.7 

Total  domestic  olus  foreign . 

614.6 

560.1 

595.4 

459.6 

783.3 

6%.4 

584.S 

5415 

608.9 

FINANCIAL 

Total  net  borrowins  by  domestic  financial 

sectors 

1919 

251.7 

3061 

1988 

175.5 

438.9 

349.8 

477.0 

294.9 

345.6 

U.S.  Government  related . 

130.4 

188.2 

171.9 

1326 

169.4 

56.6 

287.3 

131.3 

2452 

224  9 

Private  domestic  financial  sectors . 

615 

635 

134.1 

66.1 

118.9 

1516 

2185 

49.7 

120.7 

By  taromng  ssctx: . 

1919 

251.7 

198.8 

175.5 

438.9 

349.8 

477.0 

294.9 

345.6 

Government-sponsored  enterprises . 

11.5 

43.3 

67.7 

33.5 

32.2 

fiSS 

167.8 

53.4 

milij: 

146.6 

1521 

Federally  related  mortgage  pools . 

118  9 

139.9 

■LIE 

99.2 

137.2 

-12.2 

119.5 

77.9 

98.6 

72.8 

Private  domestic  financial  sectors . 

61.5 

63.5 

134.1 

66.1 

110 

118.9 

151.8 

218.5 

156.2 

49.7 

120.7 

Commercial  banks . 

1.7 

6.5 

12.6 

14.5 

3.5 

113 

6.5 

1.2 

2.0 

12.4 

22.8 

Bank  holdinn  companies . 

10.9 

-9.2 

6.6 

8 

21.1 

13 

.5 

12.2 

3.5 

8.2 

11.7 

Savings  institutions . 

-19.1 

-88 

6.3 

-5.4 

9.7 

12.6 

13.5 

8.8 

-5.6 

5.8 

14.8 

Funding  corporations . 

18.8 

1S.3 

14.0 

3.6 

-31.4 

-1.6 

7.9 

36.7 

47.4 

-17.1 

470 

Finance  companies . 

Asset-backed  securities  issuers  ... 

-27.3 

-3.5 

15.2 

1.0 

-19.6 

-13.6 

17.5 

163 

633 

67.0 

16.9 

42.9 

50.7 

64  0 

67.7 

62.0 

60.5 

85.8 

117.6 

81.8 

4.0 

22.3 

Other  . 

33.6 

11.5 

15.3 

-16.1 

-34.2 

48.3 

200 

25.6 

-36.2 

-30.5 

-14.8 

AIL  SECTORS,  BY  TRANSACTION: . 

80b.5 

811.8 

901  5 

658.4 

700.7 

9588 

1,135.3 

1,050.0 

1.061.9 

836.4 

954.5 

U.S.  Government  securities 

461.7 

535.6 

466.5 

375.5 

409.9 

393.0 

460.7 

405.5 

sso.s 

368.1 

359.0 

Tax-exempt  securities . 

42.5 

52.1 

45.6 

-15  8 

88.7 

130.3 

662 

27.4 

22.6 

-9.8 

-41.2 

Corporate  and  foreign  bonds . 

1292 

177.0 

158.3 

1770 

2512 

213.4 

299.9 

247.1 

212.6 

96.5 

196.7 

52.6 

161.2 

87.4 

■TilH 

153.5 

228.3 

■VUi 

■PT13 

219.6 

Consunim  credit . 

-4.6 

-15.0 

12.0 

29.6 

20.3 

41.6 

76.2 

111.3 

72.7 

1219 

127.1 

-8.9 

-12.0 

-1.1 

-15.3 

-49.2 

19.2 

-7.3 

4.2 

61.9 

27.1 

76.8 

Open-market  paper . 

1.8 

11.9 

35.1 

3.7 

BIlI 

164 

6.3 

67.7 

-57.2 

13.3 

67.8 

Other  loans .  . 

-12.0 

96 

23.9 

163 

-10.4 

-8.7 

49 

329 

47.0 

43.1 

49.0 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-74. — Mortgage  debt  outstanding  by  type  of  property  and  of financing,  1940-94 
IBMims  ct  doHanl 


■  Includes  FHA  insured  multifamily  properties,  not  shown  separately. 

*  Derived  figures.  Total  includes  multifamily  and  commercial  propehies,  not  shown  separately. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System,  based  on  data  from  various  Government  and  private  organirations. 


Table  B-75. — Mortgage  debt  outstanding  by  holder.  1940-94 


(Billions  of  doHarsj 


End  of  year 
or  quarter 

Total 

Ma)or  financial  institutions 

Other  holders 

Total 

Savings 

institu¬ 

tions' 

Commer¬ 

cial 

banks’ 

Ufe 

Insur¬ 

ance 

com¬ 

panies 

Federal 

and 

related 

agen¬ 

cy’ 

Individ¬ 
uals  and 
others’ 

1940 . 

36.5 

19.5 

9.0 

4.6 

6.0 

49 

12.0 

1941 . 

37.6 

20.7 

9.4 

4.9 

6.4 

4.7 

12.2 

1942 . 

36.7 

20.7 

9.2 

4.7 

6.7 

4.3 

11.7 

1943 . 

35.3 

20.2 

9.0 

4.5 

6.7 

3.6 

11.5 

1944 . 

34.7 

20.2 

9.1 

4.4 

6.7 

30 

11.5 

1945 . 

35.5 

21.0 

9.6 

4.8 

6.6 

2.4 

12.1 

1546 . 

41.8 

26.0 

11.5 

7.2 

7.2 

2.0 

13.8 

1947 . 

48.9 

31.8 

13.8 

9.4 

8.7 

1.8 

15.3 

1548 . 

56.2 

37.8 

16.1 

10.9 

10.8 

1.8 

16.6 

1949 . 

62.7 

42.9 

18.3 

•11.6 

12.9 

2.3 

17.5 

1S50 . 

72.8 

51.7 

21.9 

13.7 

16.1 

2.8 

18.4 

185' . 

82.3 

59.5 

25.5 

14.7 

19.3 

3.5 

19.3 

1952 . 

91.4 

66.9 

29.8 

15.9 

21.3 

4.1 

20.4 

1953 . 

101.3 

75.1 

34.9 

16.9 

23.3 

4.6 

21.7 

1^54 . 

113.7 

85.7 

41.1 

186 

26.0 

4.8 

23.2 

1955 . 

1299 

99.3 

48.9 

21.0 

294 

53 

25.3 

1956 . 

144.5 

111.2 

55.5 

22.7 

33.0 

6.2 

27.1 

1957 

156.5 

119.7 

61.2 

23.3 

35.2 

7.7 

291 

ly^i 

171.8 

131.5 

68.9 

25.5 

37.1 

8.0 

32.3 

19S9 

190.8 

145.5 

78.1 

28.1 

39.2 

10.2 

35.1 

1960 . 

207.5 

157.6 

87.0 

28.8 

41.8 

11.5 

384 

1961 

228.0 

172.6 

98.0 

30.4 

44.2 

12.2 

43.1 

1962 

251.4 

192.5 

111.1 

34.5 

46.9 

12.6 

463 

1963 

278.5 

217.1 

127.2 

39.4 

50.5 

11.8 

49.5 

1964 

305.9 

241.0 

141.9 

44.0 

55.2 

12.2 

52.7 

1965 . 

333.3 

264.6 

154.9 

49.7 

60.0 

13.5 

55.2 

1966 . 

356.5 

280.8 

161.8 

54.4 

64.6 

17.5 

58.2 

1967 

381.2 

2988 

172.3 

59.0 

67.5 

20.9 

61.4 

1363 

411.1 

319.9 

184.3 

65.7 

70.0 

25.1 

66.1 

1969 

441.6 

339.1 

196.4 

70.7 

72.0 

31.1 

71.4 

1970 

473.7 

355.9 

208.3 

73.3 

74.4 

383 

79.4 

1971 

524.2 

394  2 

236.2 

82.5 

75.5 

46.4 

83.6 

1972 

597.4 

450.0 

273.7 

99.3 

76.9 

546 

92.8 

1973 

672.6 

505.4 

305.0 

119.1 

81.4 

64.8 

102.4 

1974 

732.5 

542.6 

324.2 

132.1 

86.2 

82.2 

107.7 

1975 

791.9 

581.2 

355.8 

136.2 

89.2 

101.1 

109.6 

1976 

878.6 

647.5 

404.6 

151.3 

91.6 

116.7 

114.4 

1977 

1,010.3 

745.2 

469.4 

179.0 

968 

140.5 

124.6 

1978 

1,163.0 

848.2 

528.0 

214.0 

106.2 

170.6 

1443 

1979 

1,328.4 

938.2 

574.6 

245.2 

118.4 

216.0 

174.3 

1980 

1,460.4 

996.8 

603.1 

262.7 

131.1 

256.8 

206.8 

1981 

1,566.7 

1,040.5 

618.5 

284.2 

137.7 

2894 

236.8 

1982 

1,641.1 

1,021.3 

578.1 

301.3 

142.0 

355.4 

2644 

1983 

1,828.8 

1,108.2 

626.7 

330.5 

151.0 

433.4 

287.2 

1984 

2,054.6 

1,245.9 

709.7 

379.5 

156.7 

490.6 

318.1 

1985 

2,312.8 

1,361.5 

760.5 

429.2 

171.8 

5819 

369.4 

1986 

2,615.4 

1,474.3 

778.0 

502.5 

193.8 

733.7 

407.3 

1987 

2,963.2 

1,665.3 

860.5 

592.4 

212.4 

858.9 

439.0 

1988 

3,250.3 

1,831.5 

924.6 

674.0 

232.9 

937.8 

481.0 

1989 

3,549.0 

1,931.5 

910.3 

767.1 

254.2 

1,067.3 

550.1 

1990 

3,763.6 

1,914.3 

801.6 

844.8 

267.9 

1,258.9 

590.4 

1991 

3,926.2 

1,846.7 

705.4 

876.1 

265.3 

1,4226 

656.8 

1992 

4,056.2 

1,769.2 

628.0 

894.5 

246.7 

1,558.3 

728.7 

1993 

4,215.5 

1,7678 

598.3 

940.4 

229.1 

1,670.1 

777.5 

1992  1 

3,961.5 

1,826.7 

682.3 

881.0 

263.3 

1,458.1 

676.7 

II 

3,986.7 

1,803.8 

659.6 

885.0 

259.3 

1,497.1 

685.8 

III 

4,029.3 

1,793.5 

648.2 

891.4 

253.9 

1,521.5 

714.3 

IV 

4,056.2 

1,769.2 

628.0 

894.5 

246.7 

1,558.3 

728.7 

1993  1 

4,067.2 

1,753.3 

617.2 

891.8 

244.4 

1,586.9 

727.0 

II 

4,116.0 

1,765.7 

612.4 

911.0 

242.2 

1,600.3 

750.0 

III 

4,174.2 

1,770.0 

609.7 

922.7 

237.6 

1,636.7 

767.6 

IV 

4,215.5 

1,767.8 

598.3 

940.4 

229.1 

1,670.1 

777.5 

1994  1 

4,239.5 

1,746.5 

584.5 

937.9 

224.0 

1,714.3 

778.8 

II 

4,290.6 

1,763.2 

585.7 

956.8 

220.8 

1,748.5 

778.9 

III' . 

4,346.6 

1,784.2 

587.4 

981.4 

215.5 

1,771.9 

790.6 

■  Includes  savings  banks  and  savings  and  loan  associations.  Data  reported  by  Federal  Savings  and  Loan  Insurance  Corporatron-insured 
institutions  include  loans  in  process  for  1987  and  exclude  loans  in  process  beginning  1988. 

‘  Includes  loans  held  by  nondeposit  trust  companies,  but  not  by  bank  trust  departments. 

’Includes  Government  National  Mortgage  Association  (GNMA),  Federal  Housing  Administration,  Veterans  Administration,  Farmers  Home 
Administration  (FmHA),  and  in  earlier  years  Reconstruction  Finance  Corporation,  Homeowners  Loan  Corporation,  Federal  Farm  Mortgage 
Corporation,  and  Public  Housing  Administration.  Also  includes  U.l-sponsored  agencies  such  as  Federal  National  Mortgage  Association 
(FNMA),  Federal  Land  Banks,  Federal  Home  Loan  Mortgage  Corporation  (FHUiK),  and  mortgage  pass-through  securities  issued  or 
guaranteed  by  GNMA,  FHLMC,  FNMA  or  FmHA.  Other  U.S.  agencies  (amounts  small  or  current  separate  data  not  readily  available) 
included  with  "individuals  and  others." 

’Includes  private  mortgage  pools. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System,  based  on  data  from  various  Government  and  private  organiiations. 
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Table  B-76. — Consumer  credit  outstanding,  1952-94 


[Amount  outstanding  (end  ot  montli)^  millions  of  doHars,  seasonally  adjusted] 


Year  and  month 

Total 

consumer 

aedit 

Installment  aedit ' 

Noninstallment 
credit  ‘ 

Total 

Automobile 

Revolving  » 

December: 

1952 . 

29,766 

20,121 

7.651 

12,470 

9,645 

1953 . 

33,769 

23^870 

9,702 

14,168 

9,899 

1954 . 

35!027 

241470 

9:755 

14,715 

10,557 

1955 

41,885 

29,809 

13,485 

16,324 

12,076 

1956 

45,503 

32,660 

14,499 

18,161 

12,843 

1957 

48,132 

34,914 

15,493 

19,421 

13,218 

1958 . 

48,356 

34,736 

14467 

20,469 

13,620 

1959 

55,878 

40,421 

16,641 

23,780 

15,457 

1960 . 

60,035 

44435 

18,108 

26,227 

15,700 

1961 

62.340 

45.438 

17.656 

27,782 

16,902 

1962 

68:231 

50475 

20,001 

30,374 

17,856 

1963 

76,606 

57.056 

22.891 

34,165 

19,550 

1964 . 

85,989 

64,674 

25,865 

38,809 

21,315 

1965 

95,948 

72414 

29,378 

43,436 

23,134 

1966 

101,839 

78,162 

31,024 

47,138 

23,677 

1967 

106,716 

81,783 

31,136 

50,647 

24,933 

1968 . 

117^31 

90,112 

34,352 

2,022 

53,738 

27,119 

1969 . 

126,928 

99481 

36,946 

3,563 

58,872 

27,547 

197D 

131,600 

103,905 

36,348 

4,900 

62,657 

27,695 

1971 . 

147,058 

116,434 

40,522 

8,252 

67,660 

30,624 

1972 

166,009 

1314S8 

47,835 

9,391 

74,032 

34,751 

1973 

190,601 

152,910 

53,740 

11,318 

87,852 

37,691 

1974 

199,365 

162403 

54441 

13432 

94,730 

37,162 

1975 

204,963 

167,043 

56,989 

14,507 

95,547 

37,920 

1976 

228,162 

187,782 

66,821 

16,595 

104,366 

40,380 

1977 

263,808 

221,475 

80,948 

36,689 

103,838 

42,333 

1978 

308,272 

261,976 

98,739 

45,202 

118,035 

46,296 

1979 

347,507 

296,483 

112,475 

53,357 

130,651 

51,024 

1980 

350269 

298,154 

111,991 

55,111 

131,053 

52,115 

1981 

366,869 

311459 

119,008 

61,070 

131,182 

55,610 

1982 

383,132 

325,805 

125,945 

66,454 

133,406 

57,327 

1983 

431,170 

368,966 

143,560 

79,088 

146,318 

62,204 

1984 

511,314 

442,602 

173,564 

100480 

168,758 

68,713 

1985 

591291 

517,660 

210,238 

121,758 

185,664 

73,631 

1986 

647,982 

572,006 

247,772 

135,825 

188,408 

75,976 

1987 

680,036 

608,675 

266495 

153,064 

189,316 

71,362 

1988  ‘ 

729,121 

662,553 

285,364 

174,269 

202,921 

66,568 

1989 

782,077 

717400 

291,531 

199,162 

226,508 

64,876 

1990 . 

797,339 

734,898 

283,072 

223,517 

228,309 

62,441 

1991 . 

780,982 

728489 

259,594 

245,281 

223,514 

52,593 

1992 

787,041 

731,098 

257,678 

257,304 

216,117 

55,943 

1993 

847,486 

794,300 

282,036 

287,875 

224,389 

53,186 

1993: Jan 

788,426 

733,686 

256,395 

259,871 

217,419 

54,740 

Feb . 

791,379 

738475 

258,959 

262,070 

217,245 

53,104 

Mar 

791,425 

738,918 

259489 

263,531 

216,098 

52,507 

Apr . 

798,090 

745,176 

260,647 

265,723 

218,806 

52,914 

May . 

799,566 

745,308 

262,904 

267,728 

214,676 

54,258 

June 

804,813 

751,104 

265,689 

269,385 

216,030 

53,709 

July 

811,582 

758,607 

268,408 

273,442 

216,757 

52,974 

Aug 

816,559 

763,958 

270,610 

275,772 

217,576 

52,601 

Sept 

824,722 

772,171 

273,179 

279,013 

219,979 

52,550 

Oct 

832,295 

779416 

278,168 

280,985 

220,163 

52,979 

Nov 

838,361 

786,101 

280,861 

285,110 

220,130 

52,260 

Dec 

847,486 

794,300 

282,036 

287,875 

224,389 

53,186 

1994: Jan 

851,576 

798,844 

283,134 

290,165 

225,545 

52,732 

Feb 

856,713 

802,720 

284,447 

292,604 

225,668 

53,993 

Mar 

868,006 

813,750 

288,663 

296,710 

228,376 

54,256 

Apr 

877,282 

823442 

293,018 

301,260 

229,064 

53,940 

May 

889,996 

836,936 

298478 

305,528 

233,130 

53,059 

June 

900,428 

847,715 

303,526 

309,472 

234,717 

52,713 

July 

906,635 

854,469 

305,193 

313,591 

235,685 

52,166 

Aug 

920,512 

869,628 

309,721 

321,365 

238,542 

50,884 

Sept . 

931,529 

879,961 

315,162 

322,823 

241,976 

51,568 

Oct . 

943,274 

891,603 

318,036 

327,707 

245,860 

51,671 

Nov  ' . 

953,908 

904,487 

322,808 

334,428 

247,251 

49,421 

Installment  credit  covers  most  short-  and  intermediate-term  credit  eitended  to  individuals  through  regular  business  channels, 
usually  to  finance  the  purchase  of  consumer  goods  and  services  or  to  refinance  debts  incurred  for  such  purposes,  and  scheduled  to  be 
repaid  (or  with  the  option  of  repayment)  in  two  or  more  mstaNments.  Credit  secured  by  real  estate  is  exciuiM. 

‘  Consists  of  credit  cards  at  retailers,  gasoline  companies,  and  commercial  banks,  arid  check  credit  at  commercial  banks.  Excludes  30- 
oay  charge  credit  held  by  travel  and  entertainment  companies.  Prior  to  1968,  mduded  in  "other,”  exi^t  gasoline  companies  included  in 
noninstailment  aedit  prior  to  1971.  Beginning  1977,  includes  open-end  credit  at  retailers,  previously  included  in  “other."  Also  beginning 
1977,  some  retail  credit  was  reclassifiM  from  commercial  into  consumer  credit. 

’  Includes  mobile  home  loans  and  all  other  installment  loans  not  included  in  autombile  or  revolving  credit,  such  as  loans  lor 
education,  boats,  trailers,  or  vacations.  These  loans  may  be  secured  or  unsecured. 

•  Noninstallment  credit  is  credit  scheduled  to  be  repaid  in  a  lump  sum,  including  single-payment  loans,  charge  accounts,  and  service 
credit.  Because  of  inconsistencies  in  the  data  and  infreipient  benchmarking,  series  is  no  lon^  published  by  the  Federal  Reserve  Board 
on  a  regular  basis.  Data  are  shown  here  as  a  general  indication  of  trends. 

‘Data  newly  available  in  January  1989  result  in  breaks  in  many  series  between  December  1988  and  subsequent  months. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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GOVERNMENT  FINANCE 


Table  B-78. — Federal  budget  receipts,  outlays,  surplus  or  deficit,  and  debt,  as  percent  of  gross  domestic 

product,  1934-96 
[ParcMti  fiscal  years] 


Hscal  year  or  period 

Roctipts 

Outlays 

Surplus  or 
deficit  (-) 

Gross  Federal  debt  (and  of 
period) 

Total 

National 

defense 

Total 

Held  by  public 

1934 . 

4.9 

10.8 

-5.9 

1935 . 

5.3 

9.3 

-4.1 

1936 . 

5.1 

10.6 

-5.6 

1937 . 

6.2 

8.7 

iiliiiiiiliiii 

-2.5 

133S . 

7.7 

7.8 

WHHH 

-.1 

1939 . 

12 

10.4 

iiiillliiH 

-37 

54.9 

477 

1940 . 

6.9 

9.9 

-3.1 

53.1 

44.8 

1941 

7.7 

12.1 

-4.4 

51.1 

42.9 

1947 

10.3 

24.8 

-14.5 

55.9 

47.8 

1943 

13.7 

44.8 

-31.1 

81.3 

72.8 

1944 

21.7 

45.3 

-23.6 

101.2 

91.6 

1945 

21.3 

43.7 

-22.4 

122.7 

110.9 

1946 

18.5 

26.0 

-7.5 

127.5 

113.8 

1947 

17.3 

15.5 

5.7 

1.8 

115.4 

100.6 

1948 

16.8 

12.1 

3.7 

4.8 

102.2 

87.7 

1949 

15.0 

14.8 

5.0 

96.2 

81.6 

1950 

14.8 

16.0 

57 

96.6 

82.4 

1951 

16.5 

14.5 

7.5 

81.4 

68.4 

1957 

19.4 

19.9 

13.5 

76.1 

63.1 

1953 

19.1 

20.9 

14.5 

-1.8 

n.\ 

60.0 

1954 

18.9 

19.3 

13.4 

73.6 

61.0 

1955 

17.0 

17.8 

11.1 

71.3 

58.9 

1956 

17.9 

17.0 

107 

65.5 

53.4 

1957 

18.3 

17.5 

10.4 

62.1 

50.0 

1958 

17.8 

18.4 

10.4 

62.4 

50.5 

1959 . 

16.5 

19.2 

10.2 

59.9 

48.9 

1960 . 

18.3 

18.3 

9.5 

\ 

57.6 

46.9 

1961 . 

18.3 

18.9 

9.6 

-.6 

56.6 

46.1 

1962 . 

18.0 

19.2 

9.4 

-1.3 

54.6 

44.7 

1963 

187 

19.0 

9.1 

-.8 

53.1 

43.5 

1964 . 

18.0 

19.0 

8.8 

-.9 

50.5 

41.1 

1965 . . . 

17.4 

17.6 

7.5 

-7 

48.0 

38J 

1966 . . . 

17.8 

18.3 

7.9 

-.5 

44.7 

35.9 

1967 . 

18.8 

19.8 

9.0 

-1.1 

42.9 

33.6 

1968 . .; . 

18.1 

21.0 

9.7 

-3.0 

43.5 

34.2 

1969 

20.2 

19.8 

8.9 

.4 

39.5 

30.0 

1970 

19.6 

19.9 

8.3 

-.3 

38.7 

28.7 

1971 

17.8 

20.0 

7.5 

-2.2 

38.8 

28.8 

1972 

18.1 

20.1 

6.9 

-2.0 

38.0 

28.1 

1973 

18.1 

19.3 

6.0 

-17 

36.6 

26.8 

1974 

18.8 

19.2 

5.7 

-.4 

34.5 

24.5 

1975 

18.5 

22.0 

5.7 

-3.5 

35.9 

26.1 

1976 

17.7 

22.1 

5.3 

-4.4 

37.3 

28.3 

Transition  quarter . 

18.3 

21.6 

5.0 

-3.3 

36.2 

27.8 

1977 

18.5 

21.3 

5.1 

-2.8 

36.8 

28.6 

1978 

18.5 

21.3 

4.8 

-2.7 

36.0 

28.2 

1979 

19.1 

20.7 

4.8 

-1.7 

34.1 

26.4 

1980 . 

19.6 

22.3 

5.1 

-2.8 

34.4 

26.8 

1981 

20.2 

22.9 

5.3 

-2.7 

33.6 

26.5 

1982 

19.8 

23.9 

5.9 

-4.1 

36.4 

29.5 

1983 

18.1 

24.4 

6.3 

-6.3 

41.4 

34.1 

1984 

18.0 

23.1 

6.2 

-5.0 

42.3 

35.2 

1985 

18.5 

23.9 

6.4 

-5.4 

45.8 

37.8 

1986 

18.2 

23.5 

6.5 

-5.2 

41.2 

1987 

19.2 

22.5 

6.3 

-3.4 

42.4 

1988 

18.9 

22.1 

6.0 

-3.2 

42.7 

1989 

19.2 

22.1 

5.9 

-2.9 

42.3 

1990 

18.8 

22.9 

5.5 

-4.0 

58.5 

44.0 

1991 

18.6 

23.3 

4.8 

-4.7 

63.4 

47.4 

1992 

18.4 

23.3 

5.0 

-4.9 

67.6 

50.6 

1993 

18.4 

22.5 

4.7 

-4.1 

69.5 

51.9 

1994 

19.0 

22.0 

4.2 

-3.1 

70.0 

51.7 

1995  • 

19.2 

21.9 

3.9 

70.6 

51.8 

1996* . 

19.1 

21.8 

3.5 

71.5 

52.1 

>  Estimates. 


Note.— Through  fiscal  year  1976,  the  fiscal  year  was  on  a  July  1-June  30  bash;  bMinning  Octobor  1976  (fiscal  yem  1977),  the 
fiscal  year  is  on  an  Octotier  l-^tember  30  basis.  The  3-nionth  period  from  July  1,  19re  through  Septembor  30,  19/6  is  a  separate 
fiscal  period  known  as  the  transition  quarter. 

See  Batgel  of  tte  UmU  sues  Goanamt,  facet  Her  1916,  February  1995,  tor  additional  intormation. 

Sources:  Department  of  the  Treasury  and  Office  of  Management  and  Budget. 
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Table  B-79. — Federal  receipts  and  outlays,  by  major  categpry,  and  surplus  or  deficit,  1940-96 
[BMiom  of  doNars;  fiscal  itan] 


Table  B-80. — Federal  receipts,  outlays,  and  debt,  fiscal  years  1983-96 
[Millions  of  dollars;  fiscal  years] 


Description 


RECEIPTS  AND  OUTLAYS: 

Total  receipts . 

Total  outlays . 

Total  surplus  or  deficit  (-) . 

On-budget  receipts . 

On-budget  outlays.  .. 

On-budget  surplus  or  deficit  (-). 

Off-budget  receipts  .. 

Off-budget  outlays.  .. 

Off-budget  surplus  or  deficit  ( - ) 

OUTSTANDING  DEBT,  END  OF  PERIOD: 
Gross  Federal  debt . 

Held  by  Government  accounts . 

Held  by  the  public . 

Federal  Reserve  System . 

Other . 


RECEIPTS:  ON-BUDGn  AND  OFF-BUDGET . 

Individual  income  taxes . 

Corporation  income  taxes . 

Social  insurance  taxes  and  contributions . 

On-budget . 

Oll-bur^et 

Excise  taxes 

Estate  and  gift  taxes . 

Customs  duties  and  fees . 

Miscellaneous  receipts: 

Deposits  of  earnings  by  Federal 

Reserve  System . 

All  other . 

OUTLAYS:  ON-BUDGn  AND  OFF-BUDGET . 

National  defense . 

International  affairs . 

General  science,  space,  and  technology . 

Energy . 

Natural  resources  and  environment . 

Agriculture . 

Commerce  and  housing  credit . 

On-budget . 

Off-budget . 

Transportation 

Community  and  regional  development . 

Education,  training,  employment,  and 
social  services 

Health . 

Medicare... 

Income  security 
Social  security 


Veterans  benefits  and  servrces . 

Administration  of  jusfice . 

General  government . 

Net  interest 

On-budget 

Off-budget . 

Allowances 

Undistributed  offsetting  receipts. 

On-budget . 

Off-biK^et . 


Actual 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

600,562 

666,457 

734,057 

769,091 

854,143 

908,954 

990,691 

808,380 

851,846 

946,391 

990,336 

1,003,911 

1,064,140 

1,143,172 

-207,818 

-185,388 

-212,334 

-221,245 

-149,769 

-155,187 

-152,481 

453,242 

500,382 

547,886 

568,862 

640,741 

667,463 

727,026 

661,272 

686,032 

769,584 

806,838 

810,079 

861,449 

932,261 

-208,030 

-185,650 

-221,698 

-237,976 

-169,339 

-193,986 

-205,235 

147,320 

166,075 

186,171 

200,228 

213,402 

241,491 

263,666 

147,108 

165,813 

176,807 

183,498 

193,832 

202,691 

210,911 

212 

262 

9,363 

16,731 

19,570 

38,800 

52,754 

1,371,710 

1,564,657 

1,817,521 

2,120,629 

2,346,125 

2,601,307 

2,868,039 

240,114 

264,159 

317,612 

383,919 

457,444 

550,507 

678,157 

1,131,596 

1,300,498 

1,499,908 

1,736,709 

1,888,680 

2,050,799 

2,189,882 

155,527 

155,122 

169,806 

190,855 

212,040 

229,218 

220,088 

976,069 

1,145,376 

1,330,102 

1,545,854 

1,676,640 

1,821,581 

1,969,795 

600,562 

666,457 

734,057 

769,091 

854,143 

908,954 

990,691 

288,938 

298,415 

334,531 

348,959 

392,557 

401,181 

445,690 

37,022 

56,893 

61,331 

63,143 

83,926 

94,508 

103,291 

208,994 

239,376 

265,163 

283,901 

303,318 

334,335 

359,416 

61,674 

73,301 

78,992 

83,673 

89,916 

92,845 

95,751 

147,320 

166,075 

186,171 

200,228 

213,402 

241,491 

263,666 

35,300 

37,361 

35,992 

32,919 

32,457 

35,227 

34,386 

6,053 

6,010 

6,422 

6,958 

7,493 

7,594 

8,745 

8,655 

11,370 

12,079 

13,327 

15,085 

16,198 

16,334 

14,492 

15,684 

17,059 

18,374 

16,817 

17,163 

19,604 

1,108 

1,347 

1,480 

1,510 

2,490 

2,747 

3,225 

808,380 

851,846 

946,391 

990,336 

1,003,911 

1,064,140 

1,143,172 

209,903 

227,413 

252,748 

273,375 

281,999 

290,361 

303,559 

11,848 

15,876 

16,176 

14,152 

11,649 

10,471 

9,573 

7,935 

8,317 

8,627 

8,976 

9,216 

10,841 

12,838 

9,353 

7,086 

5,685 

4,735 

4,115 

2,297 

2,706 

12,672 

12,593 

13,357 

13,639 

13,363 

14,606 

16,182 

22,901 

13,613 

25,565 

31,449 

26,606 

17,210 

16,919 

6,681 

6,917 

4,229 

4,890 

6,182 

18,815 

29,211 

6,681 

6,917 

4,229 

4,890 

6,182 

18,815 

29,520 

310 

21,334 

23,669 

25,838 

28,117 

26,222 

27,272 

27,608 

7,560 

7,673 

7,680 

7,233 

5,051 

5,294 

5,362 

26,606 

27,579 

29,342 

30,585 

29,724 

31,938 

36,674 

28,641 

30,417 

33,542 

35,936 

39,967 

44,487 

48,390 

52,588 

57,540 

65,822 

70,164 

75,120 

78,878 

84,964 

122,598 

112,668 

128,200 

119,796 

123,250 

129,332 

136,031 

170,724 

178,223 

188,623 

198,757 

207,353 

219,341 

232,542 

19,993 

7,056 

5,189 

8,072 

4,930 

4,852 

5,069 

150,731 

171,167 

183,434 

190,684 

202,422 

214,489 

227,473 

24,846 

25,614 

26,292 

26,356 

26,782 

29,428 

30,066 

5,105 

5,663 

6,270 

6,572 

7,553 

9.236 

9,474 

11,235 

11,817 

11,588 

12.564 

7,565 

9,464 

9,017 

89.828 

111,123 

129,504 

136,047 

138,652 

151,838 

169,266 

91,673 

114,432 

133,622 

140,377 

143,942 

159,253 

180,661 

-1,845 

-3,310 

-4,118 

-4,329 

-5,290 

-7,416 

-11,395 

.  -33,976 

-31,957 

-32,698 

-33,007 

-36,455 

-36,967 

-37,212 

.  -32,198 

-29,913 

-30,189 

-30,150 

-33,155 

-32,585 

-32,354 

-1,778 

-2,044 

-2,509 

-2,857 

-3,300 

-4,382 

-4,858 

Note.— Through  fiscal  year  1976,  the  fiscal  year  was  on  a  July  1-June  30  basis;  beginning  October  1976  (fiscal  year  1977),  the  fiscal 
year  is  on  an  October  1-September  30  basis.  The  3-month  period  from  July  1,  1976  through  September  30,  1976  is  a  separate  fiscal 
period  known  as  the  transition  quarter. 

Refunds  of  receipts  are  excluded  from  receipts  and  outlays. 

See  next  cage  tor  contmation  ot  table 
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Table  B-80. — Federal  receipts,  outlays,  and  debt,  fiscal  years  1963-96 — Continued 


(Millions  oi  doHars:  fiscal  years] 


Actual  1 

Estimates 

OvM>iiy(iuii 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

RECEIPTS  AND  OUTLAYS: 

1,031.321 

1,054,272 

1,090,453 

1,153,535 

1,257,745 

1,346,414 

1,415.456 

l|252,705 

i;323'441 

1.380,856 

1,408,675 

1,460,914 

1,538.920 

1,612,128 

Total  surplus  or  deficit  ( - ) . 

-221,384 

-269.169 

-290,403 

-255.140 

-203,169 

-192,506 

-196.671 

On-budget  receipts.... 

749.666 

760.388 

788.027 

841,601 

922,719 

995.158 

1.045,095 

1.027.640 

1.081.754 

1.128.518 

1.142,088 

1,181.542 

1.246,936 

1,307,105 

On-budget  surplus  or  deficit  (-) . 

-277.974 

-321.367 

-340.490 

-300,487 

-258.823 

-251,778 

-262.010 

Off-budget  receipts . 

281.656 

293.885 

302.426 

311,934 

335,026 

351.256 

370.361 

Off-budget  outlays . 

225,065 

241.687 

252.339 

266.587 

279.372 

291,984 

305,023 

Off-budget  surplus  or  deficit  ( - ) . 

56.590 

52,198 

50.087 

45,347 

55,654 

59,272 

65.338 

OUTSTANDING  DEBT,  END  OF  PERIOD: 

3,206,564 

3.598.498 

4.002,136 

4351.416 

4,643,711 

4,961.529 

5,299,581 

Held  by  Government  accounts . 

795.841 

910,362 

1,003.302 

1,103.945 

1311.498 

1.321,380 

1,442.281 

Held  by  the  public . 

2.410.722 

2,688.137 

2,998.834 

3.247,471 

3.432.213 

3.640,149 

3,857,300 

234  410 

258  591 

296  397 

325,653 

355,150 

Other . 

2,176;312 

2.429:546 

2,702:437 

2.92i:818 

3.077:063 

RECEIPTS:  ON-BUDGET  AND  OFF-BUDGET . 

1,031,321 

1.054.272 

1.090,453 

1.153,535 

1357,745 

1,346,414 

1,415.456 

Individual  income  taxes . 

466.884 

467.827 

475.964 

509.680 

543,055 

588,460 

623.372 

Corporation  income  taxes . 

93,507 

98.086 

100370 

117.520 

140,385 

150,864 

157,449 

Social  insurance  taxes  and  contributions . 

380,047 

396.016 

413.689 

428,300 

461,475 

484,409 

509.315 

On-budget . 

98.392 

102.131 

111363 

116,366 

126,450 

133,153 

138,954 

Off-budget 

281.656 

293.885 

302.426 

311,934 

335,026 

351.256 

370,361 

Excise  taxes. 

35,345 

42,402 

45.569 

48.057 

55,225 

57,600 

57,194 

Estate  and  gift  taxes 

11.500 

11.138 

11.143 

12.577 

15325 

15,587 

16.760 

Customs  duties  and  fees . 

16,707 

15.949 

17,359 

18.802 

20.099 

20,913 

22,332 

Miscellaneous  receipts: . 

Deposits  of  earnings  by  Federal 

Reserve  System 

24,319 

19.158 

22.920 

14.908 

18.023 

24.559 

24,774 

All  other . 

3,011 

3.696 

3.538 

3.691 

4,259 

4.022 

4,260 

OUTIAYS:  ON-BUDGET  AND  OFF-BUDGET . 

1,252,705 

1323.441 

1,380,856 

1.408,675 

1.460,914 

1,538,920 

1.612.128 

National  defense . 

299.331 

273392 

298350 

291.086 

281,563 

271.600 

261,424 

International  affairs. 

13.764 

15.851 

16.107 

17,248 

17.083 

18.713 

16,735 

General  science,  space,  and  technology . 

14,444 

16.111 

16.409 

17.030 

16327 

16,977 

16,851 

Energy . 

3.341 

2,436 

4.500 

4,319 

5319 

4,589 

4,369 

Natural  resources  and  environment . 

17,080 

18.559 

20.025 

20339 

21,064 

21,891 

21.839 

Agriculture . 

11,958 

15.183 

15305 

20,490 

15,121 

14.401 

13,552 

Commerce  and  housing  credit . 1 

67.142 

75312 

10,093 

-22.719 

-5,122 

-11.958 

-7,553 

On-budget . 

65.516 

73.994 

9.434 

-24.160 

-6.225 

-12,670 

-8,178 

Off-budget . 

1,626 

1317 

659 

1.441 

1,103 

712 

625 

Transportation . 

29,485 

31,099 

33.333 

35,004 

38.134 

39,154 

38,639 

Community  and  regional  te-e!cp,^.ent . 

8,498 

6.811 

6,838 

9.052 

10,454 

12.598 

12.815 

Education,  training,  empkx^ent,  and  social 

services 

38.755 

43.354 

45348 

50,012 

46.307 

56,065 

57,173 

Health 

57,716 

71.183 

89,497 

99,415 

107.122 

115,098 

124,002 

Medicare 

98,102 

104.489 

119.024 

130,552 

144,747 

157,288 

177,824 

Income  security . 

147,022 

170,276 

196.948 

207350 

214,036 

223.006 

233,153 

Social  security 

248.623 

269.015 

287.585 

304.585 

319.565 

336.149 

354.548 

On  budget 

3.625 

2.619 

6.166 

6336 

5.683 

4,860 

5.184 

OH  biKvet 

244,998 

266.395 

281.418 

298.349 

313,881 

331389 

349,364 

Veterans  benefits  and  services . 

29.112 

31349 

34.138 

35.720 

37.642 

38.392 

38.092 

Administration  of  justice . 

9.993 

12376 

14.426 

14.955 

15356 

17,631 

19,732 

General  government . . 

10.734 

11.661 

12.990 

13.009 

11.312 

14,493 

14.580 

Nel  interest 

184.221 

194,541 

199.421 

198,811 

202.957 

234.224 

257.001 

On-budget . 

200.212 

214.763 

223.059 

225,599 

232.160 

267,800 

295.103 

-15.991 

-20322 

-23.637 

-26.788 

-29.203 

-33,576 

-38,102 

-224 

36,615 

-39.356 

-39380 

-37.386 

-37.772 

-41.392 

-42,424 

.  -31,048 

-33353 

-33.179 

-30.970 

-31,362 

-34.951 

-35.560 

Off-budget . 

-5.567 

-5.804 

-6.101 

-6.416 

-6.409 

-6.441 

$<0  Battel  at  Mr  UnM  States  Qoremmeai  Focal  >iar  1996.  February  1995.  for  additional  mformation. 
Sources:  Department  of  the  Treasury  and  Office  of  Management  and  Budget. 
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Table  B-81. — Relation  of  Federal  Gorernment  receipts  and  expenditures  in  the  national  income  and 
product  accounts  to  the  budget,  fiscal  years.  1992-96 


(Billions  of  dollars:  fiscal  years) 


Receipts  and  expenditures 

1992 

1993 

1994 

Estimates 

1995 

1996 

RECEIPTS 

1,090.5 

51.5 

1,153.5 

53.5 

1,257.7 

56.9 

1,346.4 

58.0 

1,415.5 

Government  contributions  for  employee  retirement  (grossing) . 

60.2 

Other  netting  and  grossing 

25.2 

28.1 

28.0 

27.9 

25.9 

Timing  adjustments .... 

-5.3 

7.1 

8.8 

5.4 

4.5 

Geographic  exclusions. 

-1.9 

-2.0 

-2.0 

-2.1 

-2.2 

1.3 

.7 

.0 

.0 

.0 

Federal  sector,  national  income  and  product  accounts,  receipts . 

1,161.2 

1,241.0 

1,349.4 

1,435.7 

1,504.0 

EXPENDITURES 

Total  on-budget  and  off-budget  outlays . 

1,380.9 

1,408.7 

1,4609 

1,538.9 

1,6121 

Government  contributions  for  employee  retirement  (grossing) . 

51.5 

53.5 

56.9 

58.0 

60.2 

Other  netting  and  grossing  . 

25.2 

28.1 

28.0 

27.9 

25.9 

Lending  transactions... 

-5.7 

-11.0 

-12.6 

-16.5 

-5.7 

-.3 

26.3 

3.7 

10.4 

6.7 

.6 

2.4 

-.3 

.6 

4.7 

Other  timing  adjustments 

-7.0 

-2.2 

-5.3 

-2.8 

-3.2 

Payments  to  U.l  territories 

-7.2 

-6.8 

-8.8 

-9.3 

-9.2 

Bonuses  on  outer  continental  shell  land  leases . 

.0 

.0 

.2 

.2 

.2 

2.1 

3.6 

-.7 

1.9 

3.7 

Federal  sector,  national  income  and  product  accounts,  expenditures . 

1,435.9 

1,495.5 

1,5219 

1,609.4 

1,695.4 

Note  — See  Note,  Table  B-77. 

For  further  details,  see  Soney  of  Cunent  Business,  February  1995. 

Sources:  Department  of  Commerce  (Bureau  of  Economic  Analysis),  Department  of  the  Treasury,  and  Office  of  Management  and 
Budget. 
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Table  B-82. — Federal  Government  receipts  and  expenditures,  national  income  and  product  accounts 

(NIPA),  1978-96 

[Biflions  of  dollan;  quarterfy  data  at  seasonaUy  adjusted  annual  rates] 


Table  B-83. — Federal  and  State  and  total  government  receipts  and  expenditures,  national  income  and 
product  accounts  (NIPA),  I9i9-94 


[Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Total  government 

Federal  Grrvernment 

State  and  local  government 

Year 

or 

quarter 

Receipts 

Expendi¬ 

tures 

Surplus  tK 
deficit 

(Nipii) 

Receipts 

Expendi¬ 

tures 

Surplus  tK 
deficit 

(Ilip/l) 

Receipts 

Expendi¬ 

tures 

Surplus  tK 
deficit 

(Nipii) 

1959 . 

128.8 

131.9 

-3.1 

90.6 

93.2 

-2.6 

45.0 

45.5 

-0.5 

1960 . 

138.8 

135.2 

3.6 

97.0 

93.4 

3.5 

48.3 

48.3 

.0 

1961 . 

144.1 

147.1 

-3.0 

99.0 

101.7 

-2.6 

52.4 

52.7 

-.4 

1962 . 

155.8 

158.7 

-2.9 

107.2 

110.6 

-3.4 

56.6 

56.1 

.5 

1963 . 

167.5 

165.9 

1.6 

115.5 

114.4 

1.1 

61.1 

60.6 

.4 

1964 . 

172.9 

174.5 

-1.6 

116.2 

118.8 

-2.6 

67.1 

66.1 

1.0 

1965 . 

187.0 

185.8 

1.2 

125.8 

124.6 

1.3 

72.3 

72.3 

.0 

1966 . 

210.7 

211.6 

-1.0 

143.5 

144.9 

-1.4 

81.5 

81.1 

.5 

1967 

226.4 

240.2 

-13.7 

152.6 

165.2 

-12.7 

89.8 

90.9 

-1.1 

1968 . 

260.9 

265.5 

-4.6 

176.8 

181.5 

-4.7 

102.7 

102.6 

.1 

1969 . 

294.0 

284.0 

10.0 

199.6 

191.0 

8.5 

114.8 

113.3 

1.5 

1970 

299.8 

311.2 

-11.5 

195.2 

208.5 

-13.3 

129.0 

127.2 

1.8 

1971 

318.9 

338.1 

-19.2 

202.6 

224.3 

-21.7 

145.3 

142.8 

2.5 

1972 

364.2 

368.1 

-3.9 

232.0 

249.3 

-17.3 

169.7 

156.3 

13.4 

1973 

408.5 

401.6 

6.9 

263.7 

270.3 

-6.6 

185.3 

171.9 

13.4 

1974 . 

450.7 

455.2 

-4.5 

294.0 

305.6 

-11.6 

200.6 

193.5 

7.1 

1975 . 

465.8 

530.6 

-64.8 

294.8 

364.2 

-69.4 

225.6 

221.0 

4.6 

1976 

532.6 

570.9 

-38.3 

339.9 

392.7 

-52.9 

253.9 

239.3 

14.6 

1977 

598.4 

615.2 

-16.8 

384.0 

426.4 

-42.4 

281.9 

256.3 

25.6 

1978 

673.2 

670.3 

2.9 

441.2 

469.3 

-28.1 

309.3 

278.2 

31.1 

1979 . 

754.7 

745.3 

9.4 

504.7 

520.3 

-15.7 

330.6 

305.4 

25.1 

1980 . 

825.7 

861.0 

553.0 

613.1 

-60.1 

361.4 

336.6 

24.8 

1981 . 

941.9 

972.3 

639.0 

697.8 

-58.8 

390.8 

362.3 

28.5 

1982 . 

960.5 

1,069.1 

635.4 

770.9 

-135.5 

409.0 

382.1 

26.9 

1983 . 

1,016.4 

1,156.2 

660.0 

840.0 

-180.1 

443.4 

403.2 

40.3 

1984 . 

1,123.6 

1,232.4 

725.8 

892.7 

-166.9 

492.2 

434.1 

58.1 

1985 . 

1,217.0 

1,342.2 

-125.3 

788.6 

969.9 

-181.4 

528.7 

472.6 

1986 . 

1,290.8 

1,437.5 

-146.8 

827.2 

1,028.2 

-201.0 

571.2 

517.0 

1987 

1,405.2 

1,516.9 

-111.7 

913.8 

1,065.6 

-151.8 

594.3 

554.2 

^^KTSii 

1988 . 

1,492.4 

1,590.7 

-98.3 

972.3 

1,109.0 

-136.6 

631.3 

593.0 

1989 . 

1,622.6 

1,700.1 

-77.5 

1,059.3 

1,181.6 

-122.3 

681.5 

636.7 

1990 . 

1,709.1 

1,847.5 

-138.4 

1,111.4 

1,274.9 

-163.5 

730.0 

704.9 

25.1 

1991 

1,759.0 

1,944.9 

-185.9 

1,128.7 

1,331.6 

-202.9 

783.6 

766.6 

17.0 

1992 

1,849.1 

2,106.9 

-257.8 

1,178.3 

1,460.9 

-282.7 

842.9 

818.1 

24.8 

1993 

1994  * 

1,970.6 

2,185.6 

2,257.1 

1,122.8 

-215.0 

i;265.7 

1,507.0 

1,538.2 

-241.4 

891.0 

864.7 

916.9 

26.3 

1982  IV 

965.9 

-156.9 

632.3 

815.7 

-183.4 

417.9 

391.4 

1983  IV 

1,043.7 

1,180.0 

-136.3 

671.1 

855.7 

-184.6 

459.5 

411.1 

1984  IV 

1,147.1 

1,274.9 

-127.8 

739.8 

926.6 

-186.8 

505.1 

446.1 

1985  IV 

1>43.8 

1,374.7 

-130.9 

803.6 

990.8 

-187.2 

544.8 

488.4 

1986  IV 

1,335.4 

1,461.6 

-126.2 

856.8 

1,034.3 

-177.5 

582.4 

531.1 

51.2 

1987  IV 

1,445.7 

1,561.5 

-115.8 

943.5 

1,096.3 

-152.7 

605.1 

568.1 

37.0 

1988  IV 

1,535.8 

1,630.5 

-94.7 

1,000.6 

1,135.5 

-134.9 

648.2 

40.2 

1989  IV 

1,644.1 

1,744.3 

-100.2 

1,068.3 

1,209.8 

-141.5 

697.7 

656.4 

41.3 

1990  IV 

1,726.5 

1,905.8 

-179.3 

1,115.8 

1,306.9 

-191.0 

748.3 

736.5 

11.7 

1991  1 

1,734.0 

1,868.4 

-134.4 

1,120.1 

1,264.5 

-144.4 

758.2 

748.2 

10.0 

II 

1,744.6 

1,937.4 

-192.8 

1,121.8 

1,329.4 

-207.6 

774.6 

759.7 

14.9 

III 

1,768.5 

1,964.2 

-195.8 

1,132.5 

1,346.0 

-213.6 

790.7 

772.9 

17.8 

IV 

1,788.8 

2,009.4 

-220.7 

1,140.5 

1,386.3 

-245.8 

810.8 

785.7 

25.1 

1992  1 

2,073.5 

-260.0 

1,155.7 

1,435.6 

-279.9 

822.4 

802.5 

19.9 

II 

2,095.7 

-258.9 

1,171.0 

1,455.8 

-284.8 

838.7 

812.8 

25.9 

III 

2,110.5 

-273.5 

1,166.5 

1,460.4 

-293.9 

845.1 

824.7 

20.4 

IV 

1,908.8 

2,147.9 

-239.1 

1,219.9 

1,492.0 

-272.1 

865.5 

832.5 

33.1 

1993  1 

2,162.8 

-261.9 

1,212.7 

1,496.2 

-283.5 

865.0 

843.4 

21.6 

II 

2,176.7 

-211.6 

1,263.7 

1,500.6 

-237.0 

884.3 

859.0 

25.3 

III 

2,181.9 

-201.0 

1,272.7 

1,497.6 

-224.9 

896.0 

872.1 

23.9 

IV 

2,035.4 

2,221.0 

-185.6 

1,313.6 

1,533.7 

-220.1 

918.8 

884.3 

34.5 

1994  1 

2,066.5 

2,217.6 

-151.1 

1,337.4 

1,513.7 

-176.2 

919.1 

893.9 

25.2 

II 

2,121.9 

2,240.0 

-118.1 

1,380.7 

1,525.9 

-145.1 

935.6 

908.6 

27.0 

III 

IV  ' 

2,138.9 

2,269.0 

2,302.0 

-130.1 

1,388.8 

1,542.8 

1,570.3 

-154.0 

950.3 

926.4 

938.6 

23.9 

Note  — Federal  grants-in-aid  to  State  and  local  governments  are  reflected  in  Federal  expenditures  and  State  and  local  receipts.  Total 
government  receipts  and  expenditures  have  been  adjusted  to  eliminate  this  duplication. 

Source:  Department  of  Commerce.  Bureau  of  Fconomic  Analysis. 
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Table  B-84. — Ftdtral  and  State  and  local  government  receipts  and  expenditures,  national  income  and 
product  accounts  (NIPA),  by  major  type,  l9i9-94 
[Billions  of  dollars^  quarterly  data  at  seasonally  adjusted  annual  rates] 


Table  B-85. — Slate  and  local  government  receipts  and  expenditures,  national  income  and  product  accounts 

(NIPA),  19}9-94 

[Billions  of  dollars;  quarterly  data  at  seasonally  adjusted  annual  rates] 


General  expenditures  by  function 


Sales  Corpo*  Revenue 

Total  X  fX  *" 

r^ts  Xe 

taxes  """  taxes  ment 


7.267  4,487 

7.678  4,076 

8.395  4,093 

9.228  4.440 

9,609  4.430 

10.418  4.537 

10.908  4.604 

12.356  4.986 

17.250  6.126 

20,911  7,349 


27,307  9,375 

29.012  9.967 

31.073  10,735 

34,667  11  749 

38.164  12.864 

41.219  14,047 

45.306  14,983 

50.505  16,405 

54.037  18.002 

58.252  19.054 

62.890  20.089 

62.269  19.833 

68.443  21.241 
74.000  22.583 

83,036  24.670 
91,197  26,047 
101.264  27,747 
114,550  30.673 
130.756  34,054 


641.486  111.709 
686.860  121.203 
726,762  132.212 
786.129  142,400 
849.502  155,613 

902,207  167,999 
972,452  178,406 


79  232 
49  1.016 
113  948 
165  800 


817  2.870 

778  2.966 

744  3,131 

890  3.335 

984  3.843 

1.018  4,865 

1,001  6.377 

1.180  6.974 

1.266  7,131 

1.308  7,871 

1.505  8.722 

1.505  8.663 
1.695  10.002 
1,929  11,029 

2,038  13.214 
2,227  15,370 
2.518  17.181 

3.180  19.153 

3.738  21.857 

3.424  26.146 
4.416  31.342 

5.425  39,264 
6.015  41.820 
6.642  47,034 

7,273  55,589 
9,174  62,444 

10.738  69.592 
12,128  75.164 
13,321  83,029 

14,143  90.294 
15.028  87.282 
14,258  90,007 
17,141  96,935 
19.152  106,158 

19.994  113,099 

22.425  114,857 
23,663  117,602 
25.926  125.824 
23,566  136.802 

22,242  154,099 
23,833  179.184 


'  Fiscal  years  not  the  same  lor  all  governments.  See  Note. 

‘  Excludes  revenues  or  expenditures  of  publicly  owned  utilities  and  liquor  stores,  and  of  insurance-trust  activities.  Intergovernmental 
receipts  and  payments  between  State  and  local  governments  are  also  excluded. 

’  Includes  other  taxes  and  charges  and  miscellaneous  revenues. 

r  Includes  expenditures  for  libraries,  hospitals,  health,  emptoyment  security  administration,  veterans'  services,  air  transportation, 
water  transport  and  terminals,  parking  facilities,  and  transit  subsidies,  police  protection,  fire  protection,  correction,  protective  inspection 
and  regulation,  sewerage,  natural  resources,  parks  and  recreation,  housing  and  community  development,  solid  waste  management, 
financial  administration,  judicial  and  legal,  general  public  buildings,  other  government  administration,  interest  on  general  dwt.  and 
general  expenditures,  n.e.c. 

Note.— Data  for  fiscal  years  listed  from  1962-63  to  1991-92  are  the  aggregations  of  data  for  government  fiscal  years  that  ended  in 
the  12-month  period  from  July  1  to  June  30  of  those  years.  Data  for  1963  and  earlier  years  include  data  for  government  fiscal  years 
ending  during  that  particular  calendar  year. 

Data  are  not  available  for  intervening  years. 

Source:  Department  of  Commerce.  Bureau  of  the  Census. 
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Table  B-87. — Intenst-bearing  public  debt  securitits  by  kind  of  obligation,  1967-94 


[Millions  of  dollars] 


Total 

interest- 

bearing 

public 

debt 

securities 

Marketable 

Nonmarketable 

End  ot  year 
or  month 

Total ' 

Treasury 

bills 

Treasury 

notes 

Treasury 

bonds 

Total 

U.S. 

savins 

bOTHK 

Foreign 
govern¬ 
ment 
and 
public 
series  * 

Govern¬ 

ment 

account 

series 

Other  • 

Fiscal  year: 

1967 . 

322,286 

•210,672 

58,535 

49,108 

97,418 

111,614 

51,213 

1,514 

56,155 

2,731 

1968 . 

344,401 

226,592 

64,440 

71,073 

91,079 

117,808 

51,712 

3,741 

59,526 

2,828 

1969 . 

351,729 

226,107 

68,356 

78,946 

78,805 

125,623 

51,711 

4,070 

66,790 

3,051 

1970 . 

369,026 

232,599 

76,154 

93,489 

62,956 

136,426 

51,281 

4,755 

76,323 

4,068 

1971 . 

396,289 

245,473 

86,677 

104,807 

53,989 

150,816 

53,003 

9,270 

82,784 

5,759 

1972 . 

425,360 

257,202 

94,648 

113,419 

49,135 

168,158 

55,921 

18,985 

89,598 

3,654 

1973 

456,353 

262,971 

100,061 

117,840 

45,071 

193,382 

59,418 

28,524 

101,738 

3,701 

1974 

473,238 

266,575 

105,019 

128,419 

33,137 

206,663 

61,921 

25,011 

115,442 

4,289 

1975 

532,122 

315,606 

128,569 

150,257 

36,779 

216,516 

65,482 

23,216 

124,173 

3,644 

1976 

619,254 

392,581 

161,198 

191,758 

39,626 

226,673 

69,733 

21,500 

130,557 

4,883 

1977 

697,629 

443,508 

156,091 

241,692 

45,724 

254,121 

75,411 

21,799 

140,113 

16,797 

1978 

766,971 

485,155 

160,936 

267,865 

56,355 

281,816 

79,798 

21,680 

153,271 

27,067 

1979 

819,007 

506,693 

161,378 

274,242 

71,073 

312,314 

80,440 

28,115 

176,360 

27,400 

1980 . 

906,402 

594,506 

199,832 

310,903 

83,772 

311,896 

72,727 

25,158 

189,848 

24,164 

1981 . 

996,495 

683,209 

223,388 

363,643 

96,178 

313,286 

68,017 

20,499 

201,052 

23,718 

1982 

1,140.883 

824,422 

1,024,000 

1,176,556 

1,360,179 
>  1,564,329 

277,900 

340,733 

356,798 

384,220 

410,730 

442,890 

557,525 

661,687 

776,449 

896,884 

103,631 

125,742 

158,070 

199,510 

241,716 

316,461 

351,751 

383,015 

460,831 

558,355 

67,274 

70,024 

72,632 

77,011 

85,551 

14,641 

11,450 

8,806 

6,638 

4,128 

210,462 

234,684 

259,534 

313,928 

365,872 

24,085 

35,593 

41,843 

63,255 

102,804 

1983 

1,375751 

1984 . 

1,559,570 

1985 . 

1,821.010 

1986 . 

2;i22,684 

1987 . 

2,347,750 

■  1,675,980 

378,263 

1,005,127 

277,590 

671,769 

97,004 

4,350 

440,658 

129,758 

1988 . 

2,599.877 

>  1,802,905 

>  1,892,763 

398,451 

406,597 

1,089,578 

1,133,193 

299,875 

337,974 

796,972 

943,546 

106,176 

114,025 

6,320 

6,818 

536,455 

663,677 

148,023 

159,025 

1989 . 

2:836:309 

1990 . 

3.210.943 

•  2,092,759 

•  2,390,660 

482,454 

564,589 

1,218,081 

1,387,717 

377,224 

423,354 

1,118,184 

1,272,099 

122,152 

133,512 

36,041 

41,639 

779,412 

908,406 

180,581 

188,541 

1991 . 

3,662,759 

1992 . 

4,061,801 

>  2,677,476 

634,287 

1,566,349 

461,840 

1,384,325 

148,266 

37,039 

1,011,020 

188,000 

1993 . 

4,408,567 

>  2,904,910 

658,381 

1,734,161 

497,367 

1,503,657 

167,024 

42,459 

1,114,289 

179,886 

1994 . 

4,689,524 

>  3,091,602 

697,295 

1,867,507 

511,800 

1,597,922 

176,413 

41,996 

1,211,689 

167,826 

1993:  Jan . 

4,150,059 

■  2,732,962 

647,041 

1,598,398 

472,523 

1,417,098 

157,647 

37,167 

1,043,062 

179,222 

Feb . 

4,180,254 

■  2,760,533 

648,459 

1,616,923 

480,151 

1,419,722 

159,888 

37,006 

1,042,760 

180,066 

Mar . 

4727,628 

‘  2,807,092 
>  2,808,859 

659,877 

642,189 

1,652,068 

1,671,522 

480,148 

480,147 

1,420,536 

1,442,306 

161,441 

162,644 

37,038 

43,791 

1,039,995 

1,053,080 

182,062 

182,791 

4:25i:i64 

4,279,221 

>  2,821,933 

657,491 

1,661,834 

487,608 

1,457,288 

163,550 

43,221 

1,066,394 

184,123 

June . 

4,349,011 

>  2,860,622 

659,280 

1,698,736 

487,606 

1,488,389 

164,424 

42,964 

1,097,751 

183,251 

July . 

4,333,507 

•  2,852,073 

671,190 

1,678,277 

487,606 

1,481,434 

165,319 

43,007 

1,094,815 

178,293 

Aug . 

4,400,313 

■  2,917,196 

677,030 

1,727,799 

497,368 

1,483,116 

166,181 

42,496 

1,095,548 

178,892 

Sept . 

4,408,567 

>  2,904,910 

658,381 

1,734,161 

497,367 

1,503,657 

167,024 

42,459 

1,114,289 

179,886 

Oct . 

4,403,759 

■  2,892,521 

668,723 

1,711,432 

497,366 

1,511,239 

168,155 

43,777 

1,120,822 

178,485 

Nov . 

4,490,639 

>  2,977,823 

709,212 

1,757,755 

495,856 

1,512,817 

168,993 

43,596 

1,120,345 

179,883 

Dec . 

4,532,325 

■  2,989,475 

714,631 

1,763,989 

495,855 

1,542,850 

169,425 

43,480 

1,150,041 

179,904 

1994: Jan . 

4,523,027 

>  2,986,024 

702,292 

1,772,877 

495,855 

1,537,002 

170,736 

43,222 

1,147,831 

175,214 

Feb . 

4,556,241 

•  3,017,122 

700,686 

1,797,213 

504,223 

1,539,120 

171,750 

42,724 

1,148,964 

•175,681 

Mar . 

4,572,619 

>  3,042,902 

721,146 

1,802,537 

504,219 

1,529,717 

172,632 

42,724 

1,138,405 

175,957 

t= 

4,548,547 

>  3,003,364 

705,340 

1,778,805 

504,219 

1,545,183 

173,533 

42,708 

1,152,758 

176,185 

4,605,977 

■  3,046,277 

700,228 

1,829,211 

501,838 

1,559,700 

174,237 

42,517 

1,167,948 

174,998 

June . 

4,642,523 

>  3,050,989 

698,446 

1,835,705 

501,837 

1,591,534 

174,859 

42,229 

1,200,606 

173,840 

July . 

4,616,171 

■  3,034,469 

706,064 

1,811,569 

501,837 

1,581,702 

175,460 

41,924 

1,194,806 

169,512 

Aug . 

4,688,745 

■  3,103,702 

716,177 

1,860,724 

511,800 

1,585,043 

175,915 

41,788 

1,198,058 

169,283 

Sept . 

4,689,524 

>  3,091,602 

697,295 

1,867,507 

511,800 

1,597,922 

176,413 

41,996 

1,211,689 

167,826 

Oct . 

4,730,969 

>  3,123,224 

721,149 

1,875,275 

511,799 

1,607,746 

177,187 

42,880 

1,221,401 

166,278 

Nov . 

4,775,318 

■  3,164,390 

745,294 

1,893,798 

510,297 

1,610,928 

177,755 

42,683 

1,225,944 

164,544 

Dec . 

4,769,171 

■  3,126,035 

733,753 

1,866,986 

310,296 

1,643,137 

177,786 

42,471 

1,259,827 

163,053 

■  Includes  Federal  Financing  Bank  securities,  not  shown  separately,  in  the  amount  ot  15,000  million  dollars. 

*  Nonmarketable  certificates  of  indebtedness,  notes,  bonds,  and  bills  in  the  Treasury  foreign  series  of  dollar-denominated  and  foreign- 
currency  denominated  issues. 

>  Includes  depository  bonds,  retirement  plan  bonds.  Rural  Dectrification  Administration  bonds.  State  and  local  bonds,  and  special 
issues  held  only  by  U.S.  Government  agencies  and  trust  funds  and  the  Federal  home  loan  banks. 

r  Includes  {5,610  million  in  certificates  not  shown  separately. 

Note.— Through  fiscal  year  1976,  the  fiscal  year  was  on  a  July  1-June  30  basis;  beginning  October  1976  (fiscal  year  1977),  the  fiscal 
year  is  on  an  October  1-September  30  basis. 

Source:  Department  of  the  Treasury. 
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Table  B-88. — Maturity  distribution  and  average  length  of  marketable  interest-bearing  public  debt  securities 
held  by  private  investors.  1967-94 


End  of  year  or  month 

Amount 

out¬ 

standing, 

privately 

held 

Maturity  class 

Average  length 

Within 

lyear 

lto5 

years 

5  to  10 
years 

10  to  20 
years 

20  years 
and  over 

Millions  of  dollars 

Years 

Months 

Fiscal  year: 

1967 . 

150,321 

56,561 

53,584 

21,057 

6,153 

12,968 

5 

1 

1963 . 

159,671 

66,746 

52:295 

21,850 

6,110 

12,670 

4 

5 

1969 . 

156,008 

69,311 

50,182 

18,078 

6,097 

12,337 

4 

2 

1970 . 

157,910 

76,443 

57,035 

8,286 

7,876 

8,272 

3 

8 

1971 . 

161,863 

74,803 

58,557 

14,503 

6,357 

7,645 

3 

6 

1972 . 

165,978 

79,509 

57,157 

16,033 

6,358 

6,922 

3 

3 

1973 . 

167,869 

84,041 

54,139 

16,385 

8,741 

4,564 

3 

1 

1974 . 

164,862 

87,150 

50,103 

14,197 

9,930 

3,481 

2 

11 

1975 . 

210,382 

115,677 

65,852 

15,385 

8,857 

4,611 

2 

1976 . 

279,782 

150,296 

90,578 

24,169 

8,087 

6,652 

2 

1977 . 

326,674 

161,329 

113,319 

33,067 

8,428 

10,531 

2 

1973 . 

356,501 

163,819 

132,993 

33,500 

11,383 

14,805 

3 

1979 . 

380,530 

181,883 

127,574 

32,279 

18,489 

20,304 

3 

1930 . 

463,717 

220,084 

156,244 

38,809 

25,901 

22,679 

3 

1931 . 

549,863 

256,187 

182,237 

48,743 

32,569 

30,127 

4 

1932 . 

682,043 

314,436 

221,783 

75,749 

33,017 

37,058 

3 

11 

1983 . 

862,631 

379,579 

294,955 

99,174 

40,826 

48,097 

4 

1 

1984 . 

1,017,488 

437,941 

332,808 

130,417 

49,664 

66,658 

4 

6 

1995 

1,185,675 

472,661 

402,766 

159,383 

62,853 

88,012 

4 

11 

1936 

1,354,275 

506,903 

467,348 

189,995 

70,664 

119,365 

5 

1987 

1,445,366 

483,582 

526,746 

209,160 

72,862 

153,016 

5 

1933 

1,555,208 

524,201 

552,993 

232,453 

74,186 

171,375 

5 

1989 

1,654,660 

546,751 

578,333 

247,428 

80,616 

201,532 

6 

1990 

1,841,903 

626,297 

630,144 

267,573 

KSol 

235,176 

6 

1991 

2,113,799 

713,778 

761,243 

280,574 

84,900 

273,304 

6 

1992 

2,363,802 

808,705 

866,329 

295,921 

84,706 

308,141 

5 

11 

1993 

2,562,336 

858,135 

978,714 

306,663 

94,345 

324,479 

5 

10 

1994 

2,719,861 

877,932 

1,128,322 

289,998 

88,208 

335,401 

5 

8 

1993: Jan  . 

2,419,560 

832,988 

881,131 

303,278 

92,356 

309,807 

5 

10 

Feb 

2,443,020 

833,583 

894,130 

308,058 

89,376 

317,874 

5 

11 

Mar 

2,484,628 

849,766 

922,468 

306,175 

88,626 

317,593 

5 

10 

Apr 

2,486,231 

833,935 

937,347 

308,094 

88,834 

318,022 

5 

10 

May . 

2,496,615 

854,658 

919,114 

313,037 

85,273 

324,532 

5 

10 

June 

2,515,501 

849,639 

949,127 

309,295 

84,237 

323,204 

5 

10 

July . . . 

2.521.249 

864.355 

940.460 

304.447 

85.708 

326.279 

5 

10 

Auj . 

2,578,501 

874,599 

976,547 

308,413 

94,487 

324,456 

5 

10 

Sept 

2,562,336 

858,135 

978,714 

306,663 

94,345 

324,479 

5 

10 

Oct 

2,552,880 

866,988 

968,794 

298,460 

94,436 

324,203 

5 

10 

Nov 

2,626,085 

898,241 

1,008,468 

308,219 

87,131 

324,025 

5 

9 

Da: 

2,628,352 

905,311 

1,011,213 

304,863 

86,143 

320,822 

5 

8 

1994: Jan 

2,628,451 

894,898 

1,029,878 

296,604 

86,408 

320,663 

5 

7 

Feb 

2,661,872 

899,813 

1,041,195 

86,573 

334,208 

5 

9 

Mar 

2,683,420 

908,889 

1,054,336 

299,433 

86,355 

334,407 

5 

8 

Apr 

2,639,251 

887,454 

289,963 

86,355 

334,407 

5 

8 

2,680,916 

893,359 

1,076,198 

295,356 

87,866 

328,138 

5 

8 

2.676.695 

878.396 

1.087.030 

295.184 

87,702 

328,383 

5 

7 

July . 

2,667,897 

888,349 

1,076,723 

286,051 

87,621 

329,153 

5 

7 

Aug . 

2,731,481 

899,256 

1,116,418 

292,971 

88,235 

334,601 

5 

8 

S^t . 

2,719,861 

877,932 

1,128,322 

289,998 

88,208 

335,401 

5 

8 

Oct . 

2,750,705 

904,001 

1,144,298 

279,896 

88,058 

334,451 

5 

7 

Nov . 

2,782,099 

926,834 

1,149,907 

290,468 

84,856 

330,035 

5 

6 

Dsc . 

2,737,789 

906,618 

1,130,084 

288,781 

84,157 

328,150 

5 

6 

Note.— All  issues  classitied  to  final  maturity. 

Tliraugli  fiscal  year  1976,  the  fiscal  year  was  on  a  July  1-June  30  basisi  beginning  October  1976  (fiscal  year  1977),  the  fiscal  year  is 
on  an  October  1-September  30  basis. 

Source:  Department  of  the  Treasury. 


Table  B-89. — Estimated  ownership  of  public  debt  securities  by  private  investors,  1976-94 
[Pif  vahcs^  ■  billions  ol  (Mars] 


HHi)  by  private  nwstan 


End  of  month 

Total 

Commer¬ 

cial 

banks* 

Nonbink  invcston 

Total 

buividiials* 

liisur- 

ance 

IMS 

market 

funds 

Corpora¬ 

tions* 

Slate  and 
local 
govem- 
monb* 

"ST 

intema- 

tional’ 

Otticr 

MMS- 

lors* 

Total 

Savings 

bonds* 

Other 

securi¬ 

ties 

197fe  )im>  . 

3764 

92.5 

2(3.9 

96.1 

696 

26.5 

10.7 

0.8 

23.3 

32.7 

(9.8 

50.5 

Ife . 

409.5 

103.8 

305.7 

101.6 

72.0 

29.6 

12.7 

1.1 

23.5 

39.3 

761 

494 

1977:  Jus . 

421.0 

102.9 

318.1 

104.9 

74.4 

30.5 

13.0 

.8 

22.1 

49.6 

87.9 

39.8 

. 

461.3 

102.0 

359.3 

107.8 

76.7 

31.1 

15.1 

.9 

162 

59.1 

109.6 

48.6 

1971:  hr* 

477.8 

99.6 

378.2 

109.0 

79.1 

29.9 

14.2 

1.3 

17.3 

69.6 

119.5 

47.3 

ts . 

50(6 

95.3 

413.3 

114.0 

(0.7 

33.3 

163 

1.5 

17.3 

81.1 

133.1 

51.0 

1979:  June . 

5166 

94.6 

422.0 

115.5 

80.6 

34.9 

160 

3.8 

166 

(6.2 

114.9 

(7.0 

Dx . 

540.5 

95.6 

444.9 

118.0 

79.9 

38.1 

15.6 

66 

17.0 

(6.2 

119.0 

83.5 

1980:  . 

558.2 

98.5 

459.7 

116.5 

73.4 

43.1 

15.3 

5.3 

14.0 

(5.1 

1162 

105.3 

Da: . 

616.4 

111.5 

504.9 

117.1 

72.5 

44.6 

161 

3.5 

19.3 

90.3 

1297 

1269 

1911:  Jut- . 

651.2 

115.0 

536.2 

107.4 

(92 

38.2 

19.9 

9.0 

19.9 

95.9 

136.6 

147.5 

694  5 

113.8 

5(0.7 

110.8 

(8.1 

42.7 

21.6 

21.5 

17.9 

999 

136.6 

172.4 

1912  :  Jc-c . 

740.9 

114.7 

(26.2 

114.1 

(7.4 

46.7 

24.4 

22.4 

17.6 

106.0 

137.2 

204.5 

Ds . 

(4(4 

1340 

714.4 

1165 

(8.3 

462 

30.6 

42.6 

245 

1166 

149.5 

232.1 

19(3:  Jrr  . 

948.6 

1674 

7(1.2 

121.3 

(9.7 

516 

37.8 

263 

32.8 

1361 

1(01 

262.8 

fcc . 

1.0226 

179.5 

843.1 

133.4 

71.5 

61.9 

460 

22.8 

39.7 

153.0 

1(6.3 

2(19 

19(4:  Jn- 

1,102.2 

1(0.6 

9216 

142.2 

72.9 

(93 

51.2 

14.9 

45.3 

171.0 

1716 

32SJ 

[El . 

1,212.5 

1(1.5 

1.0310 

1438 

745 

69.3 

645 

269 

501 

1(8.4 

2059 

3524 

1985: 

1,292.0 

195.6 

1,09(4 

148.7 

767 

720 

69.1 

24.8 

54.9 

213.4 

2138 

371.7 

Ite 

1,417.2 

1(94 

14278 

154.8 

79.8 

75.0 

(0.5 

25.1 

59.0 

299.0 

224  8 

3(4.6 

1986:  JuT' 

1,502.7 

194.4 

1408.3 

159.5 

(38 

767 

(79 

22.8 

(1.2 

317.4 

2509 

408.6 

D= . 

1,602.0 

197.7 

1,404  3 

1(2.7 

92.3 

70.4 

101.6 

266 

688 

3421 

263.4 

4371 

19(7:  Jane . 

1,65(1 

1925 

1,465.6 

1666 

968 

6(8 

1047 

20.6 

797 

375.4 

2(1.1 

438.4 

1,731.4 

1944 

1,537.0 

172.4 

lOM- 

71.3 

1061 

146 

(46 

4039 

2997 

453.7 

1988  h-:; 

1,7(67 

190.8 

1,5959 

182.0 

10(2 

758 

1135 

13.4 

(76 

423.5 

345.4 

430.5 

1J5(.5 

1(53 

1,673.2 

1904 

1096 

(08 

1166 

11.8 

(6.0 

4354 

362.2 

468  8 

19(9:  Jane . 

1,9091 

178.4 

1,730  7 

211.7 

114.0 

97.7 

120.6 

113 

910 

439  2 

3691 

487  8 

. . 

2,0158 

1(5J 

14505 

216.4 

117.7 

9(7 

123.9 

14.9 

934 

442.5 

429  6 

5298 

1990:  Mat . 

2,1161 

178.8 

1,936.3 

-  222.8 

1199 

102.9 

132.3 

313 

949 

4566 

421.8 

5776 

Jc= . 

2,141.8 

1774 

1,9(45 

229.6 

121.9 

107.7 

133.7 

28.0 

96.9 

4(44 

427.3 

584  6 

Sopi . 

2,207.3 

1800 

2.027.3 

232  5 

1239 

1006 

136.4 

34.0 

1020 

460.9 

440  3 

6212 

Dt  . 

iJU-i 

172.1 

2.1162 

233.8 

126.2 

1076 

1362 

45.5 

10(9 

462  5 

45(4 

(68.9 

1991  Mat 

2,3(06 

1(75 

2,173.1 

23(4 

129.7 

10(6 

147.2 

(5.4 

1149 

466.7 

4643 

6762 

2J97.9 

196.2 

24017 

243.5 

133.2 

110.3 

156.8 

55.4 

130.8 

471.3 

4736 

6702 

SapI . 

2,4(94 

217.5 

24719 

257.5 

1354 

1221 

171.4 

645 

1420 

4729 

47T3 

616.3 

Cs: 

2,563.2 

232.5 

24307 

2(3.9 

13(1 

125.8 

1(18 

(00 

1508 

4(51 

4917 

6774 

1992:  Mat . 

2,(640 

255.9 

2,40(1 

268.1 

142.0 

126.1 

1(84 

(48 

1(60 

484  0 

507  9 

706.9 

hr- 

2,7124 

2(70 

2,445.4 

275.1 

1454 

129.7 

1928 

794 

1760 

48(1 

529.6 

705.5 

2,765.5 

2(75 

2,47(0 

2(1.2 

150.3 

1309 

1948 

79.4 

1(08 

479.5 

535.2 

727.1 

&£ 

2,(399 

294  4 

2,545.5 

289  2 

157.3 

131.9 

197.5 

797 

1925 

476.7 

549  7 

7(02 

1993:  Mat . 

2,895.0 

310.2 

2.584.8 

2977 

1636 

134.1 

208.0 

77.7 

199.3 

488  8 

564.2 

749.2 

fcia . 

2.93(4 

307.2 

2,(312 

3030 

1(65 

13(4 

217.8 

76.2 

20(1 

505  4 

5(7.7 

755.0 

Sept . 

2.9(30 

313.9 

2.((9.1 

3058 

169.1 

136.7 

2294 

74.8 

2166 

513.8 

5913 

73(3 

fci . 

3.047.7 

322.2 

2,7255 

309.9 

1719 

137.9 

234  5 

(05 

213.0 

514.2 

6226 

7509 

1994:  Mat . 

3,0946 

345.0 

2,7496 

315.1 

175.0 

140.1 

23(9 

70.5 

2163 

5174 

6327 

7(0.7 

hr- . 

3,088.2 

330.7 

2,757.5 

321.1 

177.1 

144.0 

244  1 

59.5 

226.3 

5201 

(325 

754.0 

SopI . 

3,127.8 

325.0 

2,(028 

327.2 

178.6 

1486 

250.0 

599 

229  3 

5210 

6538 

7(16 

■  U  S.  saMop  bonds,  sms  A-F  and  J,  an  acIwM  al  onoM  ndmptaai  valw. 

0  Indudis  donKsbcaly  diariifod  banks,  U.S.  brandMS  and  agincics  ol  loraign  bonks.  New  Yorii  owosbwoni  cowpawos  mafority  ownod  by  lomgn  banks, 
and  Edge  Act  cwporalions  ownod  by  domesticaly  chattered  and  loretn  banks. 

*  kKknks  pirtneiskips  and  pers^  trust  accounts 

*  Includes  U  S  savin|s  noto  Sales  began  May  I,  1967,  and  were  discontinuod  June  30.  1970. 

■  EsdusM  ol  banks  and  insutance  compatues 

*  Includes  Stale  and  local  govemment  senes  (SlGs)  as  wel  as  Slate  and  local  pension  funds 

'  Consisis  ol  the  owestmonts  ol  torergn  and  otionialional  accounts  (both  olfictal  and  private)  in  U  S  pabkc  rfebl  issues.  Retlocts  1971  benchmark  through 
Deoemher  1914;  Dacetabet  1914  benchmark  through  19(9;  and  Oocembet  19N  benchmark  Hmaltet 

■  Inchtdes  savmgs  and  loan  associations,  cradit  unions,  nonprolit  mstituhons.  mutual  savings  banks,  corporate  pension  bust  funds,  dsaleis  and  brokers, 
certain  gmcmment  deposit  accounts,  and  Government-sponsored  enterprises. 

Source;  Department  d  the  Treasury 
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CORPORATE  PROFITS  AND  HNANCE 


Table  B-90. — Corporate  profits  with  inventory  valuation  and  capital  consumption  adjustments,  1959-94 
[BtHion  oi  dollars:  quarterly  data  at  seasonally  adjusted  annual  rates] 


Corporate 
prol  Its  with 
Inventory 
valuation 
and  capital 
consumption 
adjustments 

Corporate  profits  after  tax  with  inventory 
valuation  and  capital  consumption  adjustments 

Year  or  quarter 

Corporate 
profits  tax 
haMity 

Total 

Dividends 

Undistributed 
profits  with 
kiventoty 
valuation 
and  capital 
consumption 
adjustments 

1959 . 

52.3 

23.6 

28.6 

12.7 

15.9 

1960 

50.7 

22.7 

28.0 

13.4 

14.6 

1961 

51.6 

22.8 

28.8 

14.0 

14.8 

1962 . 

59.6 

24.0 

35.6 

15.0 

20.6 

1963 

65.1 

26.2 

38.9 

16.1 

22.8 

1964 . 

72.1 

28.0 

44.1 

18.0 

26.1 

1965 . 

82.9 

30.9 

52.0 

20.2 

31.8 

1966 

88.6 

33.7 

54.9 

20.9 

34.0 

1967 . 

86.0 

32.7 

53.3 

22.1 

31.2 

1968 . 

92.6 

39.4 

53.2 

24.6 

28.6 

1969 

89.6 

39.7 

49.9 

25.2 

24.7 

1970 

77.5 

34.4 

43.1 

19.4 

1971 

90.3 

37.7 

52.6 

218 

1972 

103.2 

41.9 

61.3 

35.5 

1973 

116.4 

49.3 

67.1 

39.0 

1974 

104.5 

51.8 

52.7 

22.3 

1975 

121.9 

71.0 

30.1 

40.9 

1976 

147.1 

82.8 

35.6 

47.2 

1977 

175.7 

102.6 

40.7 

61.9 

1978 

199.7 

116.2 

45.9 

713 

1979 . 

202.5 

114.5 

52.4 

62.1 

1980 . 

in.7 

84.8 

92.9 

59.0 

33.9 

1981 . 

182.0 

81.1 

100.9 

69.2 

31.7 

19S2  . 

ISIS 

63.1 

88.4 

70.0 

18.4 

1983 . 

212.7 

m 

135.4 

81.2 

54.2 

1984 . 

264.2 

94.0 

170.2 

82.7 

87.5 

1985 

280.8 

96.5 

184.2 

92.4 

91.9 

1986 

271.6 

106.5 

165.1 

109.8 

55.4 

1987 

319.8 

127.1 

192.8 

106J 

86.5 

1988 

365.0 

137.0 

228.0 

115.3 

112.6 

1989 

3628 

141.3 

221.5 

134.6 

86.9 

1990 . 

380.6 

138.7 

241.9 

153.5 

88.5 

1991 . 

390.3 

131.1 

259.2 

160.0 

99.2 

1992 . 

4051 

139.7 

265.4 

171.1 

94.3 

1993 

1994  ^ 

485.8 

1712 

312.5 

191.7 

205.2 

120.9 

1982  IV 

■■■Pni 

58.7 

91.7 

72.5 

19.2 

1983  IV 

82.2 

146.9 

84.2 

62.7 

1984  IV 

838 

177.5 

83.4 

94.1 

1985  IV 

976 

187.2 

97.4 

899 

1986  IV 

116.6 

148.1 

111.0 

37.1 

1987  IV 

135.2 

208.1 

106.3 

101.8 

1988  IV 

146.2 

232.2 

121.0 

lllJ 

1989  IV 

134.2 

220.3 

141.3 

79.0 

1990  IV 

137.0 

225.8 

153.7 

72.1 

1991: 1 . 

385.4 

127.3 

258.1 

158.0 

100.1 

II . 

391.5 

130.0 

261.5 

159.4 

102.1 

HI . 

3896 

134.0 

255.6 

161.6 

93.9 

IV 

3947 

133.1 

261.6 

160.9 

1008 

1992:1 

412.1 

139.6 

272.4 

161.0 

111.4 

II 

412.6 

146.0 

266.6 

166.8 

99.9 

III 

363.2 

124.6 

238.6 

174.4 

64.2 

IV 

432.5 

148.6 

283.8 

182.1 

101.7 

1993:1 

442.5 

159.8 

282.8 

188.2 

94.5 

II 

473.1 

171.8 

301.3 

190.7 

1117 

III 

493.5 

169.9 

323.6 

193.2 

130.3 

IV . 

533.9 

191.5 

342.4 

194.6 

147.9 

1994:1 . 

508.2 

184.1 

324.1 

196.3 

127.7 

II 

546.4 

201.7 

344.8 

202.5 

142.3 

III 

IV' 

556.0 

208.6 

347.4 

2079 

213.9 

139.5 

Source;  Department  of  Commerce,  Bureau  of  Economic  Anafysis. 
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Table  B-91. — Corporate  profits  by  industry,  /959-94 
IBillions  of  dollars^  quarterly  data  at  seasonally  adjusted  annual  rates) 


Corporate  profits  with  inventory  valuation  adjustment  and  without  capital  consumption  adjustment 


Year  or 
quarter 

Domestic  industries  | 

Rest 
of  the 
world 

Total 

Financial  ’  | 

Nonfinancial  | 

Total 

Total 

Federal 

Reserve 

banks 

Other 

Total 

Manu¬ 
fac¬ 
turing  ‘ 

Trans¬ 
portation 
and  public 
utilities 

Wholesale 
and  retail 
trade 

Other 

1959 . 

53.1 

50.4 

7.0 

D 

B 

43.4 

26.5 

7.1 

mi 

3.6 

2.7 

1960 . 

51.0 

47.8 

WB 

■1 

40.2 

23.8 

Ra 

3.1 

1961 

51.3 

48.0 

6.8 

40.4 

23.4 

R!i 

3.3 

1962 

56.4 

52.6 

■a 

Kl 

6.8 

45.0 

26.3 

Rd 

3.8 

1963 

61.2 

57.1 

7.3 

1.0 

6.4 

49.8 

296 

4.1 

1964 

67.5 

63.0 

7.5 

1.1 

6.4 

55.5 

32.4 

10.2 

5.1 

mm 

1965 

77.6 

72.9 

7.9 

1.3 

ml 

65.0 

39.7 

11.0 

8.6 

5.6 

1966 

83.0 

78.5 

9.2 

1.7 

■  1 

69.3 

42.4 

11.9 

8.8 

1967 

80.3 

75.5 

9.5 

2.0 

Ri 

66.0 

39.0 

10.9 

9.7 

6.4 

4.8 

1968 

86.9 

81.3 

10.9 

2.5 

8.4 

70.4 

41.7 

11.0 

10.9 

6.8 

5.6 

1969 . 

83.2 

76.6 

11.6 

3.1 

8.5 

65.0 

37.0 

10.6 

11.2 

6.2 

6.6 

1970 . 

71.8 

64.7 

13.1 

3.5 

9.6 

51.6 

27.1 

8.2 

10.3 

5.9 

7.1 

1971 

85.5 

77.7 

15.2 

3.3 

11.9 

62.5 

34.8 

8.9 

12.3 

6.6 

7.9 

1972 

97.9 

88.4 

16.4 

3.3 

13.1 

72.0 

41.4 

9.4 

14.1 

7.1 

9.5 

1973 

110.9 

96.0 

17.5 

4.5 

13.0 

78.5 

46.7 

9.0 

14.6 

8.2 

14.9 

1974 

103.4 

85.9 

16.2 

5.7 

10.5 

69.7 

40.7 

7.6 

13.7 

7.7 

17.5 

1975 . 

129.4 

114.8 

15.9 

5.6 

10.3 

98.9 

54.5 

10.9 

21.9 

11.6 

14.6 

1976 . 

158.8 

142.3 

19.9 

5.9 

14.0 

122.4 

70.7 

15.3 

23.1 

13.3 

16.5 

1977 

186.7 

167.7 

25.7 

6.1 

19.6 

142.0 

78.5 

18.5 

27.8 

17.1 

18.9 

1978 

212.8 

190.2 

31.8 

7.6 

24.1 

158.4 

89.6 

21.7 

27.7 

19.4 

22.6 

1979 

219.8 

185.6 

31.6 

9.4 

22.2 

153.9 

88.3 

16.9 

28.3 

20.5 

34.3 

1980 

197.8 

162.9 

24.3 

11.8 

12.6 

138.5 

75.8 

18.3 

22.8 

21.6 

35.0 

1981 

203.2 

174.0 

18.7 

14.4 

4.3 

155.3 

87.4 

20.1 

31.6 

16.2 

29.2 

1982 

166.4 

138.6 

15.6 

15.2 

.4 

63.1 

20.8 

31.9 

7.2 

27.8 

1983 

202.2 

171.9 

24.5 

14.6 

9.9 

147.4 

71.4 

28.9 

38.7 

84 

30.4 

1984 

236.4 

205.2 

20.3 

16.4 

3.9 

185.0 

86.7 

39.9 

49.7 

8.7 

31.2 

1985 

225.3 

194.5 

28.7 

16.3 

12.4 

165.8 

80.1 

34.1 

43.1 

8.5 

30.8 

1986 

227.6 

194.6 

35.8 

15.5 

20.3 

158.9 

59.0 

36.5 

46.3 

17.1 

32.9 

1987 

273.4 

233.9 

36.4 

15.7 

20.7 

197.5 

87.0 

43.4 

39.9 

27.2 

39.5 

1988 . 

320.3 

271.2 

41.8 

17.6 

24.2 

229.4 

117.5 

47.5 

37.1 

27.3 

49.1 

1989 . 

325.4 

266.0 

506 

20.1 

30.5 

215.3 

108.0 

42.1 

39.7 

25.5 

59.4 

1990 . 

354.7 

286.7 

65.7 

21.4 

44.3 

221.1 

109.1 

44.0 

37.2 

30.8 

67.9 

1991 . 

370.9 

302.4 

84.3 

20.3 

64.0 

218.1 

90.1 

53.6 

46.7 

27.7 

68.5 

1992 

389.4 

328.8 

81.9 

17.8 

64.2 

2469 

94.5 

55.6 

54.8 

42.0 

60.6 

1993 

456.2 

391.0 

103.7 

16.0 

87.7 

287.3 

114.2 

65.0 

61.2 

46.9 

65.3 

1982  IV 

160.0 

130.8 

23.0 

14.6 

8.3 

■mil 

50.1 

18.2 

33.8 

5.7 

29.2 

1983  IV 

216.2 

182.6 

22.1 

15.2 

6.9 

160.5 

90.5 

19.1 

10.2 

33.6 

1984  IV 

223.6 

192.9 

20.3 

17.2 

3.2 

172.6 

79.2 

33.5 

9.0 

30.7 

1985  IV 

228.0 

193.5 

ku 

16.0 

13.0 

164.5 

83.3 

31.3 

11.0 

34.5 

1986  IV 

225.0 

192.5 

34.7 

15.2 

19.5 

157.8 

63.9 

342 

43.1 

16.6 

32.6 

1987  IV 

293.4 

246.3 

39.4 

16.1 

23.3 

207.0 

98.7 

43.1 

39.3 

25.8 

47  0 

1988  IV 

340.5 

285.9 

46.1 

18.9 

27.2 

239.7 

129.3 

47.6 

39.3 

23.5 

54.6 

1989  IV 

320.6 

2548 

52.5 

20.4 

32.1 

202.3 

94.5 

38.8 

39.2 

29.8 

65.8 

1990  IV 

349.3 

273.8 

66.6 

21.4 

45.2 

207.2 

98.5 

38.7 

36.2 

33.8 

75.5 

1991  1 

371.8 

296.9 

78.6 

21.0 

57.6 

218.3 

93.8 

49.6 

48.0 

26.9 

74.8 

II 

372.6 

305.9 

84.6 

20.2 

64.4 

221.4 

929 

57.4 

45.3 

25.9 

66.6 

III 

367.1 

305.5 

89.5 

20.1 

69.4 

216.0 

88.5 

54.3 

46.2 

27.0 

61.5 

IV . 

372.3 

301.4 

84.6 

197 

64.8 

216.8 

85.3 

53.3 

47.4 

30.8 

70.9 

199?  1 

393.0 

329  5 

100.9 

18.8 

82.1 

228.6 

88.1 

58.1 

46.7 

35.8 

63.5 

II 

396.9 

333.2 

912 

18.4 

72.8 

242.0 

93.0 

55.2 

55.6 

38.1 

63.6 

III 

352.3 

291.6 

48.8 

17.2 

31.7 

242.8 

95.6 

52.9 

52.5 

41.9 

60.6 

IV 

415.6 

361.0 

86.7 

16.6 

701 

274.3 

101.3 

56.3 

64.6 

52.1 

54.6 

1993  1 

4215 

354.0 

95.9 

16.4 

79.6 

258.0 

96.2 

61.3 

44.7 

67.5 

II 

446.6 

383.8 

100.1 

15.9 

84.2 

283.7 

114.2 

61.9 

63.3 

44.3 

627 

III 

4617 

392.6 

103.9 

15.7 

88.2 

288.7 

1124 

67.0 

62.0 

47.3 

69.1 

IV . 

495.1 

433.4 

114.6 

15.8 

98.8 

318.8 

134.2 

69.7 

63.7 

51.3 

61.7 

1994  1 

471.2 

410.1 

89.6 

160 

73.6 

320.5 

145.1 

63.4 

59.0 

53.0 

61.1 

II . 

509.0 

448.2 

106.4 

16.9 

896 

341.8 

143  0 

73.2 

72  0 

53.6 

60.7 

Ill . 

518.5 

458.1 

112.6 

18.0 

94.6 

345.5 

143.3 

74.4 

70.1 

57.7 

60.3 

'  Consists  of  the  following  industries:  Depository  institutions;  nondepository  credit  institutions;  security  and  commodity  brokers; 
insurance  carriers;  regulated  investment  companies;  small  business  investment  companies;  and  real  estate  investment  trusts. 
>  See  Table  B-92  for  industry  detail. 


Note.— The  industry  classification  is  on  a  company  basis  and  is  based  on  the  1987  Standard  Industrial  Classification  (SIC)  beginning 
1987,  and  on  the  1972  SIC  tor  earlier  years  shown 


Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


Table  B-92. — Cerporalt  pro/iti  of  manufacturing  indujtries,  19}9-94 
[Billions  of  dollars:  quarterly  data  at  seasonally  adjusted  annual  rates) 


Corporate  profits  with  inventory  valuation  adjustment  and  without  capital  consumption  adjustment 


Note.— The  industry  classification  is  on  a  company  basis  and  is  based  on  the  1987  Standard  Industrial  Classification  (SIC)  beginnine 
1987  and  on  the  1972  SIC  for  earlier  years  shown,  hi  the  1972  SK,  the  categories  shown  here  as  "industrial  machinery  and  equipment 
and  "electronic  and  other  electric  equipment"  were  identified  as  "machinery,  except  electrical"  and  "electric  and  electronic  equipment,” 
respectively. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-93. — Salts,  profits,  and  stockholders’ tquity,  all  manufacturing  corporations,  19i2-94 
(Btlliom  tH  (Ml«rs] 


Year  or 
quarter 

All  manufacturing  corporations 

Durable  goods  industries 

Nondurable  goods  industries  | 

Sales 

(net) 

Profits 

Stock¬ 

holders' 

equity* 

Sales 

(net) 

Profits 

Stock- 

holders' 

equity* 

Sales 

(net) 

Profits 

Stock¬ 

holders' 

equity* 

Before 

income 

taxes' 

After 

mcome 

taxes 

Before 

income 

taxes' 

After 

income 

taxes 

Before 

income 

taxes' 

After 

income 

taxes 

1952 . 

250.2 

22.9 

10.7 

103.7 

122.0 

12.9 

5.5 

49.8 

128.0 

10.0 

5.2 

53.9 

1953 . 

265.9 

24.4 

11.3 

108.2 

137.9 

14.0 

5.8 

52.4 

128.0 

10.4 

5.5 

55.7 

1954 . 

248.5 

20.9 

11.2 

113.1 

122.8 

11.4 

5.6 

54.9 

125.7 

9.6 

5.6 

58.2 

1955 . 

278.4 

28.6 

15.1 

120.1 

142.1 

16.5 

8.1 

58.8 

136.3 

12.1 

7.0 

61.3 

1956 . 

307.3 

29.8 

16.2 

131.6 

159.5 

16.5 

8.3 

65.2 

147.8 

13.2 

7.8 

66.4 

1957 . 

320.0 

28.2 

15.4 

141.1 

166.0 

15.8 

7.9 

70.5 

154.1 

12.4 

7.5 

70.6 

1958 . 

305.3 

22.7 

12.7 

147.4 

148.6 

11.4 

5.8 

72.8 

156.7 

11.3 

6.9 

74.6 

1959 . 

338.0 

29.7 

16.3 

157.1 

169.4 

15.8 

8.1 

77.9 

168.5 

13.9 

8.3 

79.2 

1960 . 

345.7 

27.5 

154 

165.4 

173.9 

14.0 

7.0 

^B!TZ1 

BrTfi 

13.5 

8.2 

83.1 

356.4 

27.5 

15.3 

172.6 

175.2 

13.6 

6.9 

BkTm 

13.9 

8.5 

87.7 

itoMmii 

389.4 

31.9 

17.7 

181.4 

195.3 

16.8 

8.6 

BLfil 

15.1 

9.2 

92.3 

1963 . 

412.7 

Kn 

19.5 

189.7 

209.0 

18.5 

9.5 

93.3 

BaIKI  J 

16.4 

10.0 

96.3 

1964 . 

443.1 

23.2 

199.8 

226.3 

21.2 

11.6 

98.5 

216.8 

18.3 

11.6 

101.3 

1965 . 

492.2 

27.5 

211.7 

257.0 

26.2 

105.4 

235.2 

20.3 

13.0 

106.3 

1966 

554.2 

51.8 

30.9 

230.3 

291.7 

29.2 

262.4 

22.6 

14.6 

115.1 

1967 

575.4 

47.8 

29.0 

247.6 

300.6 

25.7 

274.8 

22.0 

14.4 

122.6 

1968 . 

631.9 

55.4 

32.1 

265.9 

335.5 

30.6 

296.4 

24.8 

15.5 

130.3 

1969 . 

694.6 

58.1 

33.2 

289.9 

366.5 

31.5 

B:  : 

328.1 

26.6 

16.4 

142.3 

708.8 

48.1 

28.6 

306.8 

363.1 

23.0 

12.9 

155.1 

345.7 

25.2 

15.7 

151.7 

1971 . 

751.1 

52,9 

31.0 

320.8 

381.8 

26.5 

14.5 

160.4 

369.3 

26.5 

16.5 

160.5 

1972 . 

8495 

63.2 

36.5 

343.4 

435.8 

33.6 

18.4 

171.4 

413.7 

29.6 

18.0 

172.0 

1973 . 

1,017.2 

81.4 

48.1 

374.1 

527.3 

43.6 

24.8 

188.7 

489.9 

37.8 

23.3 

185.4 

1973:  IV . 

275.1 

21.4 

13.0 

386.4 

140.1 

10.8 

6.3 

194.7 

135.0 

10.6 

6.7 

191.7 

New  series: 

1973:  IV . 

236.6 

20.6 

13.2 

368.0 

122.7 

10.1 

6.2 

185.8 

113.9 

10.5 

7.0 

182.1 

1974 . 

1,060.6 

92.1 

KtJ 

395.0 

529.0 

41.1 

24.7 

196.0 

531.6 

51.0 

34.1 

199.0 

1975 . 

1,065.2 

79.9 

Kn 

423.4 

521.1 

35.3 

21.4 

208.1 

544.1 

44.6 

27.7 

215.3 

1976 . 

1,203.2 

104.9 

462.7 

589.6 

50.7 

30.8 

224.3 

613.7 

: 

33.7 

238.4 

1977 . 

1,328.1 

115.1 

70.4 

496.7 

657.3 

57.9 

34.8 

239.9 

670.8 

35.5 

256.8 

1978 . 

1,496.4 

81.1 

540.5 

760.7 

69.6 

41.8 

262.6 

735.7 

39.3 

277.9 

1979 . 

1,741.8 

154.2 

98.7 

600.5 

865.7 

72.4 

45.2 

292.5 

876.1 

Ki: 

53.5 

308.0 

1980 . 

1,912.8 

■  T” 

By  r 

668.1 

889.1 

57.4 

■l-'fl 

317.7 

1,023.7 

56.9 

350.4 

1981 . 

2,144.7 

■  r:  u 

BiiV  ( 

743.4 

979.5 

67.2 

350.4 

1,165.2 

59.6 

393.0 

1982 . 

2,039.4 

■  it  r 

Bo77  : 

770.2 

913.1 

34.7 

mi 

355.5 

1,126.4 

49.3 

414.7 

1983 

2,114.3 

■  ct  1 

812.8 

973.5 

48.7 

30.0 

372.4 

1,140.8 

55.8 

440.4 

1984 

2,335.0 

■  ^  f: 

Bli^.  : 

864.2 

1,107.6 

75.5 

48.9 

395.6 

1,227.5 

58.8 

468.5 

1985 

2,331.4 

■  ^  [i 

B^  : 

866.2 

1,142.6 

61.5 

38.6 

420.9 

1,188.8 

49.1 

445.3 

1986 

2,220.9 

B  V  K 

874.7 

1,125.5 

52.1 

32.6 

436.3 

1,095.4 

50.5 

438.4 

1987 

2478.2 

B  ^  [i 

BlL'  ; 

900.9 

1,178.0 

78.0 

53.0 

444.3 

1,200.3 

BEp 

62.6 

456.6 

1988 

2,596.2 

216.1 

Bl^ 

957.6 

1,284.7 

91.7 

67.1 

468.7 

1,311.5 

Br/ 

87.5 

488.9 

1989 

2,745.1 

188.8 

136.3 

999.0 

1,356.6 

75.2 

55.7 

501.3 

1,388.5 

Bii  \ 

80.6 

497.7 

1990 . 

2,810.7 

Bfn 

111.6 

1,043.8 

1,357.2 

57.6 

40.9 

515.0 

1,453.5 

102.0 

70.6 

528.9 

1991 . 

2,761.1 

BCTnTl 

^■Tryil 

1,304.0 

14.1 

7.4 

506.8 

1,457.1 

60.1 

557.4 

1992 . 

2,890.2 

1,389.8 

-33.5 

-23.7 

473.9 

1,500.4 

47.0 

560.8 

1993 . 

3,015.1 

118.8 

1,490.3 

39.2 

27.6 

482.9 

1,524.8 

79.6 

56.4 

557.0 

1992:  l» . 

679.6 

-65.1 

1,015.0 

325.4 

-59.0 

-40.2 

462.0 

354.2 

-6.1 

-4.0 

553.0 

II . 

733.6 

42.2 

^Bja3 

1,035.4 

355.9 

15.3 

11.2 

475.5 

377.7 

18.9 

560.0 

Ill . 

729.9 

37.3 

27.7 

1,056.8 

346.2 

10.9 

8.9 

487.4 

383.7 

18.8 

569.4 

IV . 

747.1 

18.1 

9.6 

1,031.3 

362:3 

-.8 

-3.6 

470.6 

384.8 

BQn 

13.3 

560.7 

1993:1 . 

717.7 

11.3 

11.1 

1,019.5 

349.5 

-5.7 

-1.7 

464.8 

368.2 

iHin 

12.8 

554.7 

II . 

767.4 

37.6 

25.2 

1,035.1 

381.0 

15.7 

9.4 

479.8 

386.4 

15.9 

555.3 

Ill . 

752.5 

37.7 

25.0 

1,047.1 

368.3 

16.2 

11.5 

492.0 

384.2 

13.5 

555.0 

IV . 

777.6 

32.2 

22.6 

1,058.0 

391.6 

13.0 

8.4 

494.9 

386.0 

19.2 

14.2 

563.1 

1994:1 . 

757.6 

50.3 

35.3 

1,075.4 

383.7 

23.4 

505.8 

374.0 

26.9 

19.0 

569.6 

II . 

819.6 

IKS 

46.5 

1,101.4 

420.3 

35.6 

399.2 

KT] 

20.7 

577.6 

Ill . 

824.3 

1,129.9 

412.7 

30.6 

411.5 

34.4 

24.2 

587.2 

Addendum:  Impect  of  Accounting  Change  ■— Tint  quarter  1992 


■  In  the  oM  series,  “income  taxes”  refers  to  Federal  income  taxes  only,  as  State  and  local  income  taxes  had  already  been  deducted, 
hi  the  new  series,  no  income  taxes  have  been  deducted. 

*  Annual  data  are  average  equity  lor  the  year  (using  lour  enrFol-quarter  figures). 

*  Data  for  the  first  quarter  of  1992  were  revised  significantly  as  a  result  of  the  early  adoption  of  Financial  Accounting  Standards 
Board  Statement  106  (Empl^'s  Accounting  lor  Post-Retirement  Benefits  Other  Than  Pensions)  by  a  large  number  of  companies  during 
the  fourth  quarter  of  1992.  Corporations  must  show  the  cumulative  effect  of  a  change  in  accounting  principle  in  the  first  quarter  of  the 
year  in  which  the  change  is  adopted. 


Note.— Data  are  not  necessarily  comparable  from  one  period  to  another  due  to  changes  in  accounting  principles,  industry 
dassitications,  sampling  procedures,  etc.  For  explanatory  notes  concerning  compilation  of  the  series,  see  "Quarter^  Financial  Report  for 
Manufacturing,  Minmg,  and  Trade  Corporations,  Department  of  Commerce,  Bureau  of  the  Census. 


Source:  Department  of  Commerce,  Bureau  of  the  Census. 
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Table  B-94. — Relation  of  profits  after  taxes  to  stockholders’  equity  and  to  sales,  all  manufacturing 
corporations,  1947-94 


Year  or  quarter 

Ratio  of  profits  after  mceme  taaes  (annual 
rate)  to  stockholders'  equity— percent  ■ 

Profits  after  mcome  taxes  per  dollar  of 
sales— cents 

All 

manufacturing 

corporations 

Durable 

goods 

industries 

Nondurable 

goods 

industries 

All 

manufacturing 

corporations 

Durable 

goods 

industTAS 

Nondurable 

goods 

industries 

1947 . 

15.6 

14.4 

16.6 

6.7 

87 

87 

1948 . 

16.0 

15.7 

182 

7.0 

7.1 

6.8 

1949. 

11.6 

12.1 

11.2 

5.8 

6.4 

5.4 

1950. 

15.4 

16.9 

14.1 

7.1 

7.7 

6.5 

1951 . 

12.1 

13.0 

11.2 

4.9 

83 

4.5 

1952 . 

10.3 

11.1 

9.7 

4.3 

4.5 

4.1 

1953. 

10.5 

11.1 

9.9 

41 

41 

4.3 

1954 . 

9.9 

10.3 

9.6 

4.5 

4.6 

4.4 

1955 . 

12.6 

13.8 

11.4 

5.4 

5.7 

5.1 

1956. 

12.3 

12.8 

11.8 

5.3 

51 

5.3 

1957. 

10.9 

11.3 

10.6 

4.8 

4.8 

4.9 

1958. 

8.6 

8.0 

91 

41 

3.9 

4.4 

1959 . 

10.4 

10.4 

10.4 

4.8 

4.8 

4.9 

1960 . 

9J 

8.5 

9.8 

4.4 

4.0 

4.8 

1961 . 

8.9 

8.1 

9.6 

4.3 

19 

4.7 

1962 . 

9.8 

9.6 

9.9 

4.5 

4.4 

4.7 

1963 

10.3 

10.1 

10.4 

4.7 

4.5 

4.9 

1964 . 

11.6 

11.7 

11.5 

51 

81 

5.4 

1965 . 

13.0 

13.8 

121 

86 

87 

5.5 

1966 . 

13.4 

14.2 

12.7 

5.6 

5.6 

5.6 

1967 . 

11.7 

11.7 

11.8 

5.0 

4.8 

83 

1968 . 

12.1 

12.2 

11.9 

81 

4.9 

51 

1969 . 

11.5 

11.4 

11.5 

4.8 

4.6 

5.0 

1970 

9J3 

8.3 

10.3 

4.0 

15 

4.5 

1971 

9.7 

9.0 

10.3 

4.1 

3.8 

4.5 

1972 . 

10.6 

10.8 

10.5 

41 

41 

4.4 

1973 . 

12.8 

13.1 

12.6 

4.7 

4.7 

4.8 

1973:  IV . 

13.4 

12.9 

14.0 

4.7 

4.5 

5.0 

New  series: 

1973:  IV . 

14.3 

13.3 

15.3 

5.6 

5.0 

6.1 

1974 . 

14.9 

12.6 

17.1 

5.5 

4.7 

84 

1975 . 

11.6 

10.3 

12.9 

4.6 

4.1 

81 

1976 . 

13.9 

13.7 

141 

5.4 

51 

85 

1977 . 

14.2 

14.5 

13.8 

83 

83 

5.3 

1978 

15.0 

16.0 

141 

84 

85 

5.3 

1979 . 

16.4 

15.4 

17.4 

87 

51 

6.1 

1980 . 

13.9 

lU 

183 

4.8 

4.0 

86 

1981 

13.6 

11.9 

151 

4.7 

41 

5.1 

1982 

9.2 

6.1 

11.9 

3.5 

2.4 

4.4 

1983 

10.6 

81 

12.7 

4.1 

11 

4.9 

1984 

12.5 

12.4 

12.5 

4.6 

4.4 

4.8 

1985 

10.1 

9.2 

11.0 

3.8 

14 

4.1 

1986 

9.5 

7.5 

11.5 

87 

2.9 

4.6 

1987 

12.8 

11.9 

13.7 

4.9 

4.5 

51 

1988 

16.1 

14.3 

17.9 

6.0 

51 

6.7 

1989 

13.6 

11.1 

182 

5.0 

4.1 

5.8 

1990 

ia7 

80 

13.4 

4.0 

10 

4.9 

1991 

6.3 

1.5 

10.8 

2.4 

.6 

4.1 

1992 

2.2 

-5.0 

84 

.8 

-1.7 

11 

1993 

8.1 

87 

10.1 

2.8 

1.9 

17 

1992:1* 

-17.4 

-34.8 

-2.9 

-85 

-12.4 

-1.1 

11.6 

9.4 

13.5 

4.1 

11 

5.0 

III 

10.5 

73 

131 

3.8 

2.6 

4.9 

IV 

3.7 

-11 

9.5 

11 

-1.0 

3.4 

1993:1 

4.4 

-1.5 

91 

1.6 

-.5 

15 

II 

9.7 

7.8 

11.4 

13 

2.5 

4.1 

IN 

9.5 

9.3 

9.7 

31 

11 

15 

IV 

8.5 

88 

10.1 

2.9 

21 

17 

1994:1 

13.1 

12.9 

13.4 

4.7 

41 

81 

II 

16.9 

19.7 

14.3 

87 

81 

51 

HI 

16.4 

184 

185 

86 

84 

89 

■  Annu«l  ratios  based  on  aMraft  aouity  tor  ttM  ytar  (using  lour  ond-ot-guartar  figurts).  (kiartarly  ratios  based  on  equity  at  end  ol 
quarter  only. 

•  See  footnote  3,  Table  B-93. 

Note.— Based  on  data  in  millions  ol  dollars. 

See  Note,  Table  B-93. 

Source;  Department  ol  Commerce,  Bureau  ol  the  Census. 
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Table  B-95. — Sources  and  uses  of  funds,  nonfarm  nonfinancial  corporate  business,  l947-9i 
(BiWiom  of  dolUn;  quarterly  data  at  seasonally  adjusted  annual  rates) 


'  Foreign  branch  profits,  dividends,  and  subsidiaries’  earnings  retained  abroad. 

’Consists  of  tai  liabilities,  trade  debt,  direct  foreign  investment  in  the  United  States,  and  pension  fund  contributions  payable. 
■  Plant  and  equipment,  residential  structures,  inventory  investment,  and  access  rights  from  U.S.  Government. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-5>6. — Common  stotk  prices  and  yields,  190-94 


Year  or  month 

Common  stock  prices  ■ 

Common  stock  yiekh 
(SAP)  (percent)' 

New  York  Stock  Exchangt 
(Dec.  31.  1965»5c 

indexes 

)• 

Dow 

industrial 

average* 

Standard 

A  Poor’s 
composite 
index 
(1941- 
43-10)' 

Eanungs- 

price 

ratio' 

Composite 

Industrial 

Transpor¬ 

tation 

Utility' 

Hnance 

OivideiH^ 

prtca 

ratio* 

1955 

21.54 

442.72 

40.49 

4.08 

7.95 

I'r^ 

24.40 

iUUiiliiii 

493.01 

46.62 

4.09 

7.55 

1957 

23.67  1... 

Uiiiiiiiiiiiiiiiil 

iUHUUU 

475.71 

44.38 

4.35 

7.89 

1953 

24.56 

nmn 

491.66 

46.24 

3.97 

6.23 

1959 

30.73 

Mliilill 

632.12 

57.38 

3.23 

5.78 

lObO 

30.01 

618.04 

55.85 

3.47 

1961 

35.37 

■m^H 

iiUlllllii 

691.55 

66.27 

2.98 

1962 . 

33.49 

HMMM 

HMMi 

639.76 

62.38 

3.37 

1963 . 

37.51 

■■■■■■■I 

■■■■■■■ 

714.81 

69.87 

3.17 

1964 . 

43.76 

HHHMH 

■■■■ 

834.05 

81.37 

3.01 

1955 . 

47  39 

■■■Hi 

■■Hi 

910.88 

88.17 

3.00 

1966 . 

46.18 

50.26 

90.81 

44.45 

873.60 

85.26 

3.40 

1967 

51.97 

53.51 

90.86 

49.82 

879.12 

91.93 

3.20 

58.00 

50.58 

88.38 

65.85 

906.00 

98.70 

3.07 

567 

19£3 . 

54.67 

57.44 

46.96 

85.60 

70.49 

876.72 

97.84 

3.24 

6.08 

197U 

45.72 

48.03 

32.14 

74.47 

753.19 

83.22 

3.83 

6.45 

1971 

54.22 

57.92 

44.35 

79.05 

70.38 

884.76 

98.29 

3.14 

5.41 

1972 

60.29 

65.73 

50.17 

76.95 

78.35 

950.71 

109.20 

2.84 

5.50 

1973 

57.42 

63.08 

37.74 

75.38 

70.12 

923.88 

107.43 

3.06 

7.12 

ls/4 . 

43.84 

48.08 

31.89 

59.58 

49.67 

759.37 

82.85 

4.47 

11.59 

1975 

45.73 

50.52 

31.10 

63.00 

47.14 

802.49 

86.16 

4.31 

9.15 

1976 

54.46 

60.44 

39.57 

73.94 

52.94 

974.92 

102.01 

3.77 

8.90 

1977 

53.69 

57.86 

41.09 

81.84 

55.25 

894.63 

98.20 

4.62 

10.79 

1978 . 

53.70 

58.23 

43.50 

78.44 

56.65 

820.23 

96.02 

5.28 

12.03 

1979 

58.32 

64.76 

47.34 

76.41 

61.42 

844.40 

103.01 

5.47 

13.46 

1930 . 

68.10 

78.70 

60.61 

74.69 

64.25 

891.41 

118.78 

5.26 

12.66 

1981 

74.02 

85.44 

72.61 

77.81 

73.52 

932.92 

128.05 

5.20 

11.96 

1932 . 

68.93 

78.18 

60.41 

79.49 

71.99 

884.36 

119.71 

5.81 

11.60 

1983 

92.63 

107.45 

89.36 

93.99 

95.34 

1,190.34 

160.41 

4.40 

8.03 

1984 

92.46 

108.01 

85.63 

92.89 

89.28 

1,178.48 

160.46 

4.64 

10.02 

1985 

108.09 

123.79 

104.11 

113.49 

114.21 

1,328.23 

186.84 

4.25 

8.12 

1986 

136.00 

155.85 

119.87 

142.72 

147.20 

1,792.76 

236.34 

3.49 

6.09 

1987 

161.70 

195.31 

140.39 

148.57 

146.48 

2,275.99 

286.83 

3.08 

5.48 

1983 

149.91 

180.95 

134.12 

143.53 

127.26 

2,060.82 

265.79 

3.64 

8.01 

1989 

180.02 

216.23 

175.28 

174.87 

151.88 

2,508.91 

322.84 

3.45 

7.41 

1930 

183.46 

225.78 

158.62 

181.20 

133.26 

2,678.94 

334.59 

3.61 

6.47 

1991 

206.33 

258.14 

173.99 

185.32 

150.82 

2.929.33 

376.18 

3.24 

4.79 

1992 

229.01 

284.62 

201.09 

198.91 

179.26 

3,284.29 

415.74 

2.99 

4.22 

1993 

249.58 

299.99 

242.49 

228.90 

216.42 

3,522.06 

451.41 

2.78 

4.46 

1994 

254.12 

315.25 

247.29 

209.06 

209.73 

3,793.77 

460.33 

2.82 

1993  Jal 

239.67 

292.11 

221.00 

211.04 

203.38 

3,277.72 

435.23 

2.88 

Feb 

243.41 

294.40 

226.96 

218.89 

209.93 

3,367.26 

441.70 

2.81 

Mar 

24812 

298.75 

229.42 

225.07 

217.01 

3,440,74 

450.16 

2.76 

4.39 

Apr 

244.72 

292.19 

237.97 

227.56 

216.02 

3,423.63 

443.08 

2.82 

May 

246.02 

297.83 

237.80 

222.41 

209.40 

3,478.17 

445.25 

2.80 

June . 

247.16 

298.78 

234.30 

226.53 

209.75 

3,513.81 

448.06 

2.81 

4.29 

July . 

247.85 

295.34 

238.30 

232.55 

218.94 

3,529.43 

447.29 

2.81 

. 

251.93 

298.83 

250.82 

237.44 

224.96 

3,597.01 

454.13 

2.76 

seqi . 

254.86 

300.92 

248.15 

244.21 

229.35 

3,592.29 

459.24 

2.73 

4.45 

oti . 

257.53 

306.61 

254.04 

240.97 

228.18 

3,625.81 

463.90 

2.72 

Nov . 

255.93 

310.84 

262.96 

230.12 

214.08 

3,674.70 

462.89 

2.72 

Dec . 

257.73 

313.22 

268.11 

229.95 

216.00 

3,744.10 

465.95 

2.72 

4.69 

1994: Jan . 

262.11 

320.92 

278.29 

225.15 

218.71 

3,868.36 

472.99 

2.69 

Feb . 

261.97 

322.41 

276.67 

220.85 

217.12 

3,905.62 

471.58 

2.70 

Mar . 

257.32 

318.08 

265.68 

215.45 

211.02 

3,816.98 

463.81 

2.78 

5.09 

Apr . 

247.97 

304.48 

250.43 

210.08 

208.12 

3,661.48 

447.23 

2.90 

May . 

249.56 

307.58 

244.75 

205.77 

211.30 

3,707.99 

450.90 

2.89 

Jur« 

251.21 

308.66 

246.64 

206.54 

215.89 

3,737.58 

454.83 

2.84 

5.67 

July 

249.29 

307.34 

244.21 

205.46 

210.91 

451.40 

2.87 

Au; 

256.08 

316.55 

244.67 

211.26 

214.77 

464.24 

2.78 

Sepi 

257.61 

322.19 

239.10 

211.90 

466.96 

2.80 

5.91 

Oct 

255.22 

321.53 

230.71 

203.35 

203.33 

3,868.10 

463.81 

2.82 

252.48 

319.33 

227.45 

200.13 

198.38 

3,792.43 

461.01 

2.86 

Dec . 

248.65 

313.92 

218.93 

200.02 

195.25 

3,770.31 

455.19 

2.91 

'  Avera^  of  daily  closing  prices,  except  NYSE  data  through  May  1964  are  averages  of  weekly  closing  prices. 

>  IncluOK  stocks  as  follows:  lor  NYSE,  all  stocks  listed  (more  than  2,000):  tor  Dow-Jones  industrial  average,  30  stocks;  and  lor  SAP 
composite  index,  500  stocks. 

*  Effective  Awil  1993,  the  NYSE  doubled  the  value  of  the  utility  index  to  facilitate  trading  of  options  and  futures  on  the  index.  All 
indexes  shown  here  reflect  the  doubling. 

*  Based  on  500  stocks  in  the  SAP  composite  index. 

'Aggregate  cash  dividends  (based  on  latest  known  annual  rate)  divided  by  aggregate  market  value  based  on  Wednesday  closing 
pricesTMonthly  data  are  averages  of  weekly  figures;  annual  data  are  averages  or  monthly  figures. 

*  Quarterly  data  are  ratio  of  earnings  (after  taxes)  lor  4  quarters  ending  with  particular  quarter  to  price  index  for  last  day  of  that 
quarter.  Annual  data  are  averages  of  quarterly  ratios. 

Note.— All  data  relate  to  stocks  listed  on  the  New  York  Stock  Exchange. 

Sources:  New  York  Stock  Exchange  (NYSE),  Dow  Jones  A  Co.,  hie.,  and  Standard  A  Poor's  Corporation  (SAP). 
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Table  B-97. — Business  formation  and  business  failures,  1950-94 


Year  or  month 

Index 
of  net 
business 
formation 
(1967. 
100) 

business 

incorpo¬ 

rations 

(number) 

Business 

failure 

rate* 

is5Q . 

87.7 

93,092 

34.3 

1951 . 

86.7 

83,778 

30.7 

1552 . 

90.8 

92,946 

28.7 

1953 . 

89.7 

102,706 

33.2 

1§5< . 

88.8 

117,411 

42.0 

1955 . 

96.6 

139,915 

41.6 

1956 . 

94.6 

141,163 

48.0 

1957 

90.3 

137,112 

51.7 

1958 

90.2 

150,781 

55.9 

1959 . 

97.9 

193,067 

51.8 

1960 . 

94.5 

182,713 

57.0 

1961 

90.8 

181,535 

644 

1962 

92.6 

182,057 

60.8 

1963 . 

94.4 

186,404 

56.3 

1964 . 

98.2 

197,724 

53.2 

1965 . 

99.8 

203,897 

53.3 

1S66 . 

99.3 

200,010 

51.6 

1967 

100.0 

206,569 

49.0 

1968 . 

233,635 

38.6 

ISw . 

274,267 

37.3 

1970 

108.8 

264,209 

43.8 

1971 

111.1 

287,577 

41.7 

1972 

119.3 

316,601 

38.3 

19/3 

119.1 

329,358 

36.4 

1974 . 

113.2 

319,149 

38.4 

1975 

109.9 

326,345 

42.6 

19/6 . 

120.4 

375,766 

34.8 

1977 

436,170 

28.4 

t9?$ 

Hittl 

478,019 

23.9 

lire 

524,565 

27.8 

1980 . 

129.9 

533,520 

42.1 

1981 . 

124.8 

581,242 

61.3 

1932 

116.4 

566,942 

88.4 

1933 . 

600,420 

109.7 

. 

634,991 

107.0 

1985 . 

664,235 

115.0 

1988 

120.4 

702,738 

120.0 

1987 

121.2 

685,572 

102.0 

1988 

124.1 

685,095 

98.0 

1989 . 

124.8 

676,565 

65.0 

1990 . 

120.7 

647,366 

74.0 

1991 

115.2 

628,604 

107.0 

1992 

116.3 

666,800 

110.0 

1993 . 

121.1 

706,537 

96.0 

1994 . 

Seasonally 

adjusted 

1993:  Jan . 

119  3 

55.689 

Feb . 

59.691 

Mar . 

61,002 

Apr . 

59,648 

May 

51,765 

June 

60,422 

July 

120.7 

58,387 

Aug 

121.1 

58,209 

Sept 

122.3 

63,758 

Oct 

119.2 

55,291 

Nov . 

123.5 

61,739 

Dec 

125.3 

61,873 

1994:  Jan 

125.2 

61,978 

Feb 

125.1 

60,680 

Mai 

127.5 

64,058 

125.4 

58,992 

May . 

124.8 

58,528 

June . 

125.9 

63,097 

July . 

122.9 

56,380 

Aug . 

125.5 

64,844 

Sept . 

124.2 

64,564 

Oct . 

126.2 

Nov . 

130.2 

Businets  failures  ■ 


Number  of 
failures 

Amount  of  current  liabilities 
(millions  of  dollars) 

Total 

Liability  size  class 

Total 

Under 

$100,000 

$100,000 
and  over 

$100,000 
and  over 

9,162 

8,746 

416 

248.3 

97.1 

8,058 

7,626 

432 

259.5 

128.0 

7,611 

7,081 

530 

283.3 

151.4 

8,862 

8,075 

787 

394.2 

167.5 

226.6 

11,086 

860 

462.6 

211.4 

251.2 

10,969 

856 

449.4 

206.4 

243.0 

12,686 

562.7 

239.8 

322.9 

13,739 

1,192 

615.3 

267.1 

348.2 

14,964 

1,465 

728.3 

297.6 

430.7 

14,053 

12,707 

1,346 

692.8 

278.9 

413.9 

15,445 

13,650 

1,795 

938.6 

327.2 

611.4 

17,075 

2,069 

1,090.1 

370.1 

720.0 

15,782 

2,010 

1,213.6 

346.5 

867.1 

14,374 

2,182 

1,352.6 

321.0 

1,031.6 

13,501 

11,346 

2,155 

1,329.2 

313.6 

1,015.6 

13,514 

11,340 

2,174 

1,321.7 

321.7 

1,000.0 

13,061 

10,833 

2,228 

1,385.7 

321.5 

1,064.1 

12,364 

10,144 

2,220 

1,265.2 

297.9 

967.3 

9,636 

7,829 

1,807 

941.0 

241.1 

699.9 

9,154 

7,192 

1,962 

1,142.1 

231.3 

910.8 

10,748 

8,019 

2,729 

1,887.8 

269.3 

1,618.4 

10,326 

7,611 

2,715 

1,916.9 

271.3 

1,645.6 

9,566 

7,040 

2,526 

2,000.2 

258.8 

1,741.5 

9,345 

2,718 

2,298.6 

235.6 

2,063.0 

9,915 

3,182 

3,053.1 

256.9 

2,796.3 

11,432 

3,928 

4,380.2 

298.6 

4,081.6 

9,628 

6,176 

3,452 

3,011.3 

257.8 

2,753.4 

7,919 

4,861 

3,058 

3,095.3 

208.3 

2,887.0 

6,619 

3,712 

2,907 

2,656.0 

164.7 

2,491.3 

7,564 

3,930 

3,634 

2,667.4 

179.9 

2,487.5 

11,742 

5,682 

6,060 

4,635.1 

272.5 

4,362.6 

16,794 

8,233 

8,561 

6,955.2 

405.8 

6,549.3 

24,908 

11,509 

13,399 

15,610.8 

541.7 

15,069.1 

31,334 

15,572 

15,762 

16,072.9 

635.1 

15,437.8 

52,078 

33,527 

18,551 

29,268.6 

409.8 

28,858.8 

57:253 

36,551 

20,702 

36,937.4 

423.9 

36,513.5 

61,616 

38,908 

44,724.0 

838.3 

43,885.7 

61,111 

38,949 

22,162 

34,723.8 

746.0 

33,977.8 

57,097 

38,300 

18,797 

39,573.0 

686.9 

38,886.1 

50,361 

33,312 

17,049 

42,328.8 

670.5 

41,658.2 

60,747 

40,833 

19,914 

56,130.1 

735.6 

55,394.5 

88,140 

60,617 

27,523 

96,825.3 

1,044.9 

95,780.4 

97,069 

68,264 

28,805 

94,317.5 

1,096.7 

93,220.8 

86,133 

61,188 

24,945 

47,755.5 

947.6 

46,807.9 

71,356 

50,719 

20,637 

30,089.9 

838.9 

29,251.0 

7,702 

5,406 

5,541.7 

81.0 

5,460.7 

7,122 

5,113 

2,630.0 

76.9 

2,553.1 

8,463 

5,944 

4,118.4 

91.6 

4,026.9 

7,873 

94.7 

3,124.9 

7,575 

84.3 

5,459.9 

7,171 

2,079 

80.6 

2,657.4 

6,821 

4,833 

1,983 

5,552.7 

76.4 

5,476.3 

7,168 

5,190 

1,978 

79.6 

7,065.3 

7,603 

5,600 

76.9 

3,169.9 

6,604 

4,722 

Bs^ 

72.8 

6,227 

4,425 

2,953.4 

67.8 

5,804 

4,035 

1,769 

2,534.6 

65.1 

5,768 

4,041 

1,727 

1,736.4 

65.6 

1,670.8 

5,888 

4,181 

1,707 

2,141.3 

68.8 

2,072.5 

7,117 

5,079 

2,038 

2,166.0 

82.9 

2,083.1 

3,721 

1,512 

1,688.7 

62.0 

1,626.7 

4,645 

1,927 

2,565.0 

78.0 

2,487.0 

K  3 

4,364 

1,786 

2,328.6 

72.6 

2,256.0 

5,404 

3,808 

1,596 

2,111.7 

63.1 

2,048.6 

6,460 

4,541 

1,919 

2,459.5 

75.6 

2,383.9 

5,989 

4,265 

1,724 

3,533.5 

74.0 

3,459.4 

5,895 

4,304 

1,591 

3,674.4 

71.7 

3,602.7 

5,503 

3,907 

1,596 

2,576.9 

63.1 

2,513.8 

5,377 

3,863 

1,514 

3,108.0 

61.5 

3,046.5 

‘  ConMiMTCial  and  industrial  failures  only  tfiroufh  1983,  eicluding  failures  of  banks,  railroads,  real  estate,  insurance,  holding,  and 
financial  companies,  steamship  lines,  travel  agencies,  etc. 

Data  beginning  1984  are  based  on  expanded  coverage  and  new  methodohm  and  are  therefore  not  generally  comparable  with  earlier 
data.  Data  for  1993  and  1994  are  subject  to  revision  due  to  amended  court  finngs. 

*  Failure  rate  per  10,000  listed  enterprises. 

Sources:  Department  of  Commerce  (Bureau  of  Economic  Analysis)  and  The  Dun  t  Bradstreet  Corporation. 
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Table  B-98. — Farm  income,  1945-94 
(Billions  of  doUvs;  quarterly  data  at  seasonally  adjusted  annual  rates] 


Year  or  quarter 

Income  of  farm  operators  from  farming 

Gross  farm  income 

Total' 

Cash  marketing  receipts 

Value  of 
inventory 
changes* 

Produc¬ 

tion 

expenses 

Total 

livestock 

and 

products 

Crops 

1945 . 

25.4 

21.7 

12.0 

9.7 

-0.4 

13.1 

1946 . 

29.6 

24.8 

13.8 

11.0 

.0 

14.5 

1947 . 

32.4 

29.6 

16.5 

13.1 

-1.8 

17.0 

1948 . 

36.5 

30.2 

17.1 

13.1 

1.7 

18.8 

1949 . 

30.8 

27.8 

15.4 

12.4 

-.9 

18.0 

1950 . 

33.1 

28.5 

16.1 

12.4 

.8 

19.5 

1951 

38.3 

32.9 

19.6 

13.2 

1.2 

22.3 

1952 

37.8 

32.5 

18.2 

14.3 

.9 

22.8 

1953 

34.4 

31.0 

16.9 

14.1 

-.6 

21.5 

1954 . 

34.2 

29.8 

16.3 

13.6 

.5 

21.8 

1955 

33.5 

29.5 

16.0 

13.5 

.2 

22.2 

1956 

34.0 

30.4 

16.4 

14.0 

-.5 

22.7 

1957 

34.8 

29.7 

17,4 

12.3 

.6 

23.7 

1958 

39.0 

33.5 

19.2 

14.2 

.8 

25.8 

1959 

37.9 

33.6 

18.9 

14.7 

.0 

27.2 

1960 . 

38.6 

34.0 

19.0 

15.0 

.4 

27.4 

1961 

40.5 

35.2 

19.5 

15.7 

.3 

28.6 

1962 

42.3 

36.5 

20.2 

16.3 

.6 

30.3 

1963 

43.4 

37.5 

20.0 

17.4 

.6 

31.6 

1964 . 

42.3 

37.3 

19.9 

17.4 

-.8 

31.8 

1965 . 

46.5 

39.4 

21.9 

17.5 

1.0 

33.6 

1966 . 

50.5 

43.4 

25.0 

18.4 

-.1 

1967 

50.5 

42.8 

24.4 

18.4 

.7 

38.2 

1968 . 

51.8 

44.2 

25.5 

18.7 

.1 

39.5 

1969 . 

564 

48.2 

28.6 

19.6 

.1 

42.1 

1970 

58.8 

50.5 

29.5 

21.0 

44.5 

1971 

62.1 

52.7 

30.5 

22.3 

47.1 

1972 

71.1 

61.1 

35.6 

25.5 

51.7 

1973 

98.9 

86.9 

45.8 

41.1 

64.6 

1974 

98.2 

92.4 

41.3 

51.1 

-1.6 

71.0 

1975 

100.6 

88.9 

43.1 

45.8 

3.4 

75.0 

1976 

102.9 

95.4 

46.3 

49.0 

-1.5 

82.7 

1977 

108.8 

96.2 

47.6 

48.6 

1.1 

88.9 

1978 

128.4 

112.4 

59.2 

53.2 

1.9 

103.3 

1979 

150.7 

131.5 

69.2 

62.3 

5.0 

123.3 

1980 

149.3 

139.7 

68.0 

71.7 

-6.3 

133.1 

1981 

166.3 

141.6 

69.2 

72.5 

6.5 

139.4 

1982 

164.1 

142.6 

70.3 

72.3 

-1.4 

1983 

153.9 

136.8 

69.6 

67.2 

-10.9 

139.6 

1984 

168.0 

142.8 

72.9 

69.9 

141.9 

1985 

161.2 

144.1 

69.8 

74.3 

132.4 

1986 

156.1 

135.4 

71.6 

63.8 

125.1 

1987 . 

168.5 

141.8 

76.0 

65.9 

128.8 

1988 . 

175.8 

151.2 

79.4 

71.7 

-3.4 

137.8 

1989 . 

192.8 

161.1 

84.1 

77.0 

4.8 

144.9 

1990 . 

198.2 

170.0 

89.8 

80.1 

3.4 

151.3 

1991 . 

192.3 

168.8 

86.7 

82.1 

-.3 

151.2 

1992 . 

200.2 

171.2 

86.4 

84.9 

4.3 

150.1 

1993 . 

201.4 

175.1 

90.6 

84.5 

-3.6 

158.0 

1992:1 . 

200.3 

165.2 

82.4 

82.8 

5.4 

147.4 

II . 

198.8 

167.7 

87.2 

80.4 

5.0 

149.7 

Ill . 

202.0 

181.2 

89.6 

91.7 

4.0 

151.5 

IV 

199.8 

170.7 

86.2 

84.5 

2.9 

152.0 

1993. 1 

203.4 

172.6 

84.2 

88.4 

-6.5 

155.1 

II 

202.6 

175.4 

88.4 

87.1 

-5.1 

157.5 

III 

198.3 

186.0 

101.9 

84.1 

-6.0 

159.5 

IV 

202.8 

167.6 

87.8 

79.8 

3.0 

160.0 

1994:1 

211.7 

178.0 

90.0 

88.0 

6.6 

159.3 

II 

201.1 

170.9 

81.8 

89.1 

6.1 

161.8 

III  ’ . 

217.0 

196.2 

97.3 

98.8 

4.9 

163.8 

Net  farm  Income 


Current 


1987 


dollars 


dollars’ 


12.3 
15.1 

15.4 

17.7 

12.8 


92.6 

90.2 

82.1 

88.3 

64.2 


13.6 

15.9 
15.0 
13.0 

12.4 

11.3 

11.3 

11.1 

13.2 

10.7 


67.6 

74.8 

69.6 
59.0 

55.7 

49.4 

47.7 

45.4 

52.9 

41.9 


11.2 

12.0 

12.1 

11.8 

10.5 

12.9 

14.0 

12.3 

12.3 

14.3 


43.1 

45.5 

44.8 

43.3 

37.9 

45.4 

47.5 

40.7 

38.8 

42.8 


14.4 

15.0 

19.5 

34.4 

27.3 

25.5 

20.2 

19.9 

25.2 

27.4 


40.8 

40.5 

50.1 

83.2 

60.7 

51.9 

38.6 

35.6 

41.8 

41.9 


16.1 

26.9 

23.8 

14.2 
26.1 

28.8 
31.1 

39.7 
38.0 

47.9 


22.5 

34.1 

28.4 

16.3 

28.7 

30.5 
32.0 

39.7 

36.6 

44.1 


46.9 

41.1 

50.1 

43.4 


41.4 

35.0 

41.4 

35.1 


52.9 

49.2 

50.5 

47,8 


44.1 

40.7 

41.7 

39.2 


48.3 

45.0 

38.9 

42.8 


39.3 

36.5 

31.4 

34.5 


52.4 

39.3 

53.2 


41.9 

31.2 

42.1 


■Cash  marketing  receipts  and  inventory  changes  plus  Government  payments,  other  farm  cash  income,  and  nonmoney  income 
furnished  by  farms. 

’Physical  changes  in  end-ol-period  inventory  of  crop  and  livestack  commodities  valued  at  average  prices  during  the  period. 
’Income  in  current  dollars  divided  by  the  GOP  implicit  price  deflator  (Department  of  Commerce). 

Note.— Data  include  net  Commodity  Credit  Corporation  loans  and  operator  households. 

Source:  Department  of  Agriculture,  eicept  as  noted. 


Table  B-99. — Farm  output  and  productivity  indexes.  1948-9! 
11982=100] 


Year 

Farm 

output 

Productivitir 
indicators  * 

i 

Uvestoch 
and 
prod¬ 
ucts*  » 

Crops* 

Farm 
output 
per  unit 
of  total 
factor 
input 

Farm 

output 

per 

unit  of 
farm 
labor 

m 

Food 

grains 

Oil  crops 

1948 . 

47 

54 

43 

34 

40 

15 

51 

19 

1949 . 

46 

58 

38 

17 

34 

14 

50 

19 

19S0 

46 

60J 

36J 

22 

32j 

17 

19 

1951 

63 

39 

32 

15 

K' 

1952 

51 

64 

41 

22 

42 

15 

1953 

66 

41 

22 

36 

14 

1954 

68 

41 

28 

34 

16 

55 

B 

1955 

^^H7! 

43 

31 

34 

19 

55 

26 

1956 

43 

35 

22 

56 

28 

1957 

54 

42 

30 

21 

55 

29 

1958 

56 

46 

46 

27 

60 

32 

1959 

59 

47 

38 

24 

60 

34 

1960 

60 

50 

44 

46 

25 

62 

» 

1961 

50 

42 

29 

64 

B£ 

1962 . 

40 

30 

66 

BS 

1963 

40 

31 

68 

Be 

1964 

64 

84 

47 

32 

44 

1965 

82 

56 

46 

36 

47 

1966 

84 

53 

44 

48 

40 

51 

1967 

86 

59 

60 

54 

43 

56 

1968 . 

86 

60 

54 

57 

48 

56 

1969 

Hi 

86 

62 

57 

54 

50 

59 

1970 

90 

59 

49 

50 

53 

60 

1971 

77 

91 

68 

77 

58 

52 

65 

1972 

77 

92 

67 

67 

57 

56 

84 

66 

1973 

81 

93 

73 

71 

63 

67 

88 

69 

1974 . 

76 

92 

66 

53 

66 

54 

79 

66 

1975 

82 

87 

79 

78 

79 

67 

85 

1976 . 

83 

91 

77 

75 

77 

58 

85 

1977 

89 

93 

86 

89 

74 

78 

93 

1978 

89 

93 

86 

91 

67 

86 

87 

1979 . 

93 

93 

94 

95 

79 

104 

90 

87 

1980 

90 

99 

83 

64 

86 

80 

85 

83 

1981 

100 

101 

100 

102 

102 

89 

97 

1982 

100 

100 

100 

100 

100 

^Brl^ 

1983 

84 

102 

71 

31 

84 

75 

88 

^Brtl 

1984 

101 

100 

100 

108 

93 

87 

103 

1985 

105 

103 

106 

125 

87 

96 

111 

1986 

102 

99 

119 

77 

88 

111 

1987 

104 

101 

101 

77 

88 

117 

1988 

97 

88 

63 

70 

112 

1989 

108 

105 

116 

77 

Hi 

124 

1990 . 

112 

112 

113 

99 

127 

1991 . 

112 

114 

109 

113 

76 

92 

126 

127 

■  Farm  output  measures  the  annual  volume  of  net  farm  production  available  for  eventual  human  use  through  sales  from  farms  or 
consumption  in  farm  households. 

*  Gross  production. 

*  Horses  and  mules  excluded. 

*  Includes  items  not  included  in  groups  shown. 

*  See  Table  8-100  for  farm  inputs. 

Source:  Department  of  Agriculture. 
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'  Farm  population  as  defined  by  Department  of  Agriculture  and  Department  of  Commerce,  i.e.,  civilian  population  living  on  larms  in 
rural  areas,  regardless  of  occupation.  ^  also  footnote  8.  Series  discontinued  in  1992. 

'Total  population  of  United  States  including  Armed  Forces  overseas,  as  of  July  I. 

'Include  persons  doing  farmwork  on  all  farms.  These  data,  published  by  the  Department  of  Agriculture,  differ  from  those  on 
agricultural  empkqmtwt  by  the  Department  of  labor  (see  Table  B-33)  because  of  differences  In  the  method  of  approach,  in  concepts  of 
employment,  and  in  time  of  month  lor  which  the  data  are  collected. 

*  Prior  to  1982  this  category  was  termed  "family  workers”  and  did  not  include  nonlamily  unpaid  workers. 

‘Acreage  harvested  plus  acreages  in  fruits,  tree  nuts,  and  farm  gardens. 

‘  Fertilirer,  lime,  and  pesticides. 

'  Nonfarm  constant  dollar  value  of  feed,  seed,  and  livestock  purchases. 

‘Based  on  new  definition  of  a  farm.  Undn  old  definition  of  a  farm,  farm  population  (in  thousands  and  as  percent  of  total 
population)  for  1977,  1978,  1979,  1980,  1981,  1982,  and  1983  is  7,806  and  3.6;  8,005  and  3.6;  7,553  and  3.4;  7,241  and  3.2;  7,014 
and  3.1;  6,880  and  3.0;  7,029  and  3.0,  respectively. 

‘Basis  lor  farm  employment  series  was  discontinued  for  1981  through  1984.  Employment  is  estimated  for  these  years. 

Note.— Population  includes  Alaska  and  Hawaii  beginning  1960. 

Sources:  Department  of  Agriculture  and  Department  of  Commerce  (Bureau  of  the  Census). 
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Table  B-102. — U.S.  exports  and  imports  of  agricultural  commodities,  1940-94 


(BiHiom  o(  iMtan] 


■Total  indudas  itaim  not  slioom  saparaMy. 

*Hco,  (dtoat,  and  nltaal  How. 

‘IneMn  nuts,  traits,  and  MfotaMa  praparations. 

*Ltis  than  SSO  million. 

Noto.— Data  darwad  horn  ollicial  astimatos  ralaasad  by  tha  Buraau  al  tha  Cansus,  Dapartmant  of  Commarca.  Aaricaltwal  cananaditias 
ara  dafinad  as  II)  nonmarina  food  products  and  (2)  othar  products  at  apicultura  nhicn  hava  not  passad  throuin  complas  procassas  at 
manufactura.  Lvort  rntm.  at  U.S.  port  at  a^orlation,  is  basad  on  tha  sallini  prica  and  mdudas  inland  Irtiflit,  insuranca,  and  athar 
diarias  to  tha  p^.  Import  vahm,  dminad  imwaNy  as  tha  marhat  tialua  in  tha  larai|n  country,  aactudas  import  dutias,  ocaan  Iraiclit, 
and  marina  insuranca. 

Sourca:  Dmiartmant  of  Apncultura. 
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Table  B-103. — Farm  business  balance  sheet,  l9iO-93 
(Billiom  of  dollars] 


Assets  I  Claims 

- 1 - - 1 - 1 — 


End  of  year 

Physical  assets 

Hnandat  assets  | 

Total 

claims 

Real 

estate 

debt* 

Non- 

real 

estate 

debt* 

Propri¬ 

etors' 

equity 

Total 

assets 

Nonreal  estate 

Invest¬ 
ments  in 
cooper¬ 
atives 

B 

Real 

estate 

live¬ 

stock 

and 

poul¬ 

try* 

Machin¬ 
ery  and 
motor 
vehicles 

Crops* 

Pur¬ 

chased 

in¬ 

puts* 

1950 . 

121.6 

75.4 

17.1 

12.3 

7.1 

2.7 

7.0 

121.6 

m 

5.7 

110.7 

1951 . 

136.1 

838 

19  5 

143 

82 

2.9 

7.3 

136.1 

Kvi 

6.9 

123.7 

1952 . 

133.0 

85.1 

14  8 

150 

79 

3.2 

7.1 

133.0 

6.2 

7.1 

119.7 

1953 

128  7 

84  3 

11  7 

158 

18 

13 

ID 

128  7 

6.6 

6.3 

115.7 

1954 

132.6 

87.8 

11.2 

15.7 

7.5 

3.5 

6.9 

132.6 

7.1 

6.7 

118.9 

1955 

137.0 

93.0 

10.6 

16.3 

6.5 

6.9 

137.0 

7.8 

7.3 

121.9 

1956 

145.7 

100.3 

11.0 

16.9 

6.8 

■■■ 

145.7 

8.5 

7.4 

129.8 

1957 

154.5 

106.4 

13.9 

17.0 

6.4 

■mmI 

154.5 

9.0 

8.2 

137.3 

1958 

168.7 

114.6 

17.7 

18.1 

6.9 

6.9 

168.7 

9.7 

9.4 

149.7 

1959 

173.0 

121.2 

15.2 

19.3 

6.2 

4.8 

6.2 

173.0 

10.6 

10.7 

151.7 

1960 

174.2 

123.3 

15.6 

19.1 

6.2 

BP 

5.8 

174.2 

11.3 

11.1 

151.7 

1961 

181.4 

129.1 

16.4 

19.3 

6.3 

5.9 

181.4 

12.3 

11.8 

157.3 

1962 

188.7 

134.6 

17.3 

19.9 

6.3 

5.9 

188.7 

13.5 

13.2 

162.0 

1963 

196.5 

142.4 

15.9 

20.4 

7.2 

5.0 

196.5 

15.0 

14.6 

166.9 

1964 

204.0 

150.5 

14.4 

21.2 

6.8 

5.2 

204.0 

16.9 

15.3 

171.8 

1965 . 

220.6 

161.5 

17.6 

22.4 

7.7 

. 

5.4 

220.6 

18.9 

16.9 

184.8 

1966 . 

233.8 

171.2 

19.0 

24.1 

7.9 

5.7 

233.8 

20.7 

18.5 

194.6 

1967 

245.8 

180.9 

18.8 

26.3 

7.7 

5.8 

6.1 

245.8 

22.6 

19.6 

203.6 

1968 . 

257.0 

189.4 

20.2 

27.7 

7.2 

6.1 

6.3 

257.0 

24.7 

19.2 

213.0 

1969 . 

267.6 

195.3 

22.8 

28.6 

8.1 

6.4 

6.4 

267.6 

26.4 

20.0 

221.2 

1970 

278.7 

202.4 

23.7 

30.4 

8.5 

7.2 

6.5 

278.7 

27.5 

21.2 

229.9 

1971 

217.6 

27.3 

32.4 

9.7 

7.9 

6.7 

301.5 

29.3 

24.0 

248.3 

1972 

339.7 

243.0 

33.7 

34.6 

12.7 

8.7 

6.9 

339.7 

32.0 

26.7 

281.0 

1973 

418.3 

298.3 

42.4 

39.7 

21.1 

9.7 

7.1 

418.3 

36.1 

31.6 

350.6 

1974’ 

449.1 

335.6 

24.6 

48.5 

22.5 

11.2 

6.9 

449.1 

40.8 

35.1 

373.3 

1975 

510.7 

383.6 

29.4 

57.4 

205 

13.0 

6.9 

510.7 

45.3 

39.7 

425.7 

1976 

590.7 

456.5 

29.0 

63.3 

20.6 

14.3 

6.9 

590.7 

50.5 

45.6 

494.6 

1977 

651.5 

509.3 

31.9 

69.3 

20.4 

13.5 

651.5 

58.4 

52.4 

540.6 

1978 

767.3 

601.8 

50.1 

68.5 

23.8 

16.1 

767.3 

66.7 

60.7 

639.9 

1979 . 

898.1 

706.1 

61.4 

75.4 

29.9 

18.1 

H 

898.1 

79.7 

71.8 

746.6 

1980 . 

983.2 

782.8 

60.6 

80.3 

327 

19.3 

983.2 

89.7 

77.1 

816.4 

1981 . 

982.3 

785.6 

53.5 

85.5 

29.5 

20.6 

982.3 

98.8 

83.6 

799.9 

1982 . 

944.5 

750.0 

53.0 

86.0 

25.8 

21.9 

7.8 

944.5 

101.8 

87.0 

755.7 

1983 . 

943.3 

753.4 

49.5 

85.8 

23.6 

22.8 

8.1 

943.3 

103.2 

87.9 

752.2 

1984 . 

857.0 

661.8 

49.5 

85.0 

26.1 

2.0 

24.3 

8.3 

857.0 

106.7 

87.1 

663.3 

1985 

772.7 

586.2 

46.3 

82.9 

22.9 

1.2 

24.3 

9.0 

772.7 

77.5 

595.1 

1986 

724.4 

542.3 

47.8 

81.5 

16.3 

2.1 

24.4 

10.0 

724.4 

90.4 

66.6 

567.5 

1987 

772.6 

578.9 

58.0 

80.0 

17.5 

3.2 

25.3 

9.9 

772.6 

82.4 

62.0 

628.2 

1988 

595.5 

62.2 

81.2 

23.3 

3.5 

25.1 

10.3 

801.1 

77.6 

61.7 

661.7 

1989 

829.7 

615.7 

66.2 

85.1 

23.4 

2.6 

26.3 

10.5 

829.7 

75.4 

61.9 

692.4 

1990 . 

848.3 

628.2 

70.9 

85.4 

22.8 

2.8 

27.5 

10.9 

848.3 

74.1 

63.2 

710.9 

1991 .. 

842.4 

623.2 

68.1 

85.8 

22.0 

2.7 

28.7 

11.8 

842.4 

74.5 

64.3 

703.6 

1992.. 

860.8 

633.1 

71.0 

85.6 

24.1 

3.9 

29.4 

13.6 

860.8 

75.0 

63.6 

722.2 

1993.. 

888.0 

656.3 

72.8 

85.2 

23.4 

4.2 

30.8 

15.3 

888.0 

76.0 

65.9 

746.1 

■  Excludes  commercial  broilers:  excludes  horses  and  mules  beginning  19S9;  excludes  turkeys  beginning  1986. 

'  Non^Commodity  Credit  Corporation  (CCC)  crops  held  on  farms  plus  value  above  loan  rate  for  crops  held  under  CCC. 

*  Includes  fertilirer,  chemicals,  fuels,  p^s,  feed,  seed,  and  other  supplies. 

*  Currency  and  demand  deposits. 

*  Includes  CCC  storage  and  drying  facilities  loans 

*  Does  not  include  (£c  crop  loans. 

’  Beginning  1974,  data  are  for  farms  included  in  the  new  farm  definition,  that  is,  places  with  sales  of  $1,000  or  more  annually. 
Note.— Data  exclude  operator  households. 

Beginning  1959,  data  include  Alaska  and  Hawaii. 

Source:  Department  of  Agriculture. 
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INTERNATIONAL  STATISTICS 

Table  B-104. — Inttnutional  investment  position  of  the  United  States  at  year-end,  1965-93 


(Billions  of  doltars] 


Type  ot 
investment 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

NETJ[|^T|^  investment  position  Of  THE 

With  direct  investment  at  current  cost . 

125.3 

34.6 

-22.8 

-144.8 

-251.4 

-251.4 

-349.5 

-507.9 

-555.7 

With  direct  investment  at  market  *>^^0 . 

128.5 

125.1 

58.1 

.9 

-91.8 

-224.1 

-368.7 

-590.0 

-507.7 

U.S.  ASSETS  ABROAD: 

With  direct  investment  at  current  cost . 

1,296.4 

1,468.8 

1,625.4 

1,773.0 

1,979.0 

2,066.9 

2,137.0 

2,149.6 

2,370.4 

With  direct  investment  at  market  <'<:!!!« . 

1,288.3 

1,566.4 

1,709.0 

1,935.9 

2,236.7 

2,165.7 

2,300.2 

2,267.3 

2,647.4 

U.S.  official  reserve  assets .  . 

117.9 

139.9 

162.4 

144.2 

168.7 

174.7 

159.2 

147.4 

164.9 

Gold> . 

85.8 

102.4 

127.6 

107.4 

105.2 

102.4 

92.6 

87.2 

102.6 

Special  drawing  rights 

7.3 

8.4 

10.3 

9.6 

10.0 

11.0 

11.2 

8.5 

9.0 

Reserve  position  m  the  International  Monetary 

11.8 

Fund . 

11.9 

11.7 

11.3 

9.7 

9.0 

9.1 

9.5 

11.8 

Foreign  currencies 

12.9 

17.3 

13.1 

17.4 

44.6 

52.2 

45.9 

40.0 

41.5 

U.S.  Government  assets  other  than  official  re- 

»"¥« . 

87.8 

89.6 

sss* 

86.1 

84.5 

82.0 

79.0 

80.6 

80.9 

U.S.  credits  and  other  long-term  assets . 

85.8 

88.7 

S3.1 

85.4 

83.9 

81.4 

77.4 

79.0 

79.0 

Re^able  in  dollars 

84.1 

87.1 

86.5 

83.9 

82.4 

80.0 

76.2 

77.9 

78.0 

1.7 

1.6 

1.6 

1.5 

1.5 

1.3 

1.2 

1.1 

1.0 

U.S.  foreign  currency  hoWmgs  and  U.S.  short- 

.7 

.6 

.6 

1.6 

1.6 

1.9 

term  assets . . 

1.9 

.9 

.8 

U.S.  private  assets: 

1,542.7 

With  direct  investment  at  current  cost . 

1,090.7 

1,239.3 

1,374.1 

1,725.8 

1,810.2 

1,898.8 

1,921.5 

2,124.6 

With  direct  investment  at  market  vsl'w-c . 

1,082.6 

1.336.9 

1,457.7 

1,705.6 

1.983.5 

1,909.1 

2,061.9 

2,039.2 

2,401.6 

Direct  investment  abroad: 

At  current  cost . 

387.2 

421.2 

493.3 

515.7 

560.0 

620.5 

650.6 

668.2 

716.2 

At  market  value 

379.1 

518.7 

577.0 

678.6 

817.8 

719.4 

813.8 

785.9 

993.2 

Foreisn  securities. 

Bonds . 

114.3 

143.4 

154.0 

176.0 

217.6 

228.7 

301.5 

331.4 

518.5 

73.3 

80.4 

84.3 

90.0 

97.8 

118.7 

142.7 

153.4 

220.8 

Corporate  stocks 

41.0 

63.0 

69.6 

86.0 

119.9 

110.0 

158.8 

178.1 

297.7 

U.S.  claims  on  unaffiliated  foreigners 

254.5 

reported  by  U.S.  nonbanking  concerns . 

141.9 

167.4 

177.4 

197.8 

234.3 

265.3 

256.3 

253.9 

U.S.  claims  reported  by  U.S.  banks. 

not  included  elsewhere . 

447.4 

507.3 

549.5 

653.2 

713.8 

695.7 

690.4 

668.0 

635.5 

FOREIGN  ASSETS  IN  THE  UNITED  STATES: 

With  direct  investment  at  current  cost . 

1,171.1 

1,434.2 

1,648.2 

1,917.8 

2,230.4 

2,318.3 

2,486.5 

2,657.5 

2,926.2 

With  direct  investment  at  market  . 

1,159.8 

1,441.3 

1,650.9 

1,935.0 

2,328.5 

2,389.8 

2,668.9 

2,857.3 

3,155.1 

Foreign  official  assets  in  the  United  States . 

202.5 

241.2 

283.1 

322.0 

341.9 

375.3 

401.5 

442.9 

516.9 

U.S.  Government  securities 

145.1 

178.9 

220.5 

260.9 

263.7 

295.0 

315.9 

335.7 

388.5 

U.S.  Treasury  securities 

138.4 

173.3 

213.7 

253.0 

257.3 

287.9 

307.1 

323.0 

370.9 

Other . 

6.6 

5.6 

6.8 

8.0 

6.4 

7.1 

8.8 

12.7 

17.6 

Other  U.S.  Government  liabilities . 

15.8 

18.0 

15.7 

15.2 

15.4 

17.2 

18.4 

21.0 

22.7 

U.S.  liabilities  reported  by  U.S.  banks,  not 

38.4 

55.0 

69.6 

included  elsewhere.... 

26.7 

27.9 

31.8 

31.5 

36.5 

39.9 

Other  foreign  official  assets 

14.9 

16.4 

15.0 

14.4 

26.3 

23.2 

28.7 

31.3 

36.1 

Other  foreign  assets  in  the  United  States: 

With  direct  investment  at  current  cost . 

968.6 

1,193.0 

1,365.1 

1,595.7 

1,888.5 

1.943.0 

2,085.0 

2,214.6 

2,409.3 

With  direct  investment  at  market  value . 

957.3 

1,200.1 

1,367.9 

1,612.9 

1,986.6 

2,014.4 

2,267.4 

2,414.4 

2,638.2 

Direct  investment  hi  the  United  States: 

231.3 

265.8 

313.5 

374.3 

436.6 

468.1 

491.9 

497.1 

516.7 

220.0 

273.0 

316.2 

391.5 

534.7 

539.6 

674.2 

696.8 

745.6 

U.S.  Treasury  securities . 

88.0 

96.1 

82.6 

100.9 

166.5 

162.4 

189.5 

224.8 

254.1 

U.S.  securities  other  than  U.S.  Treasury  securi- 

207.9 

309.8 

341.7 

392.3 

482.9 

467.4 

559.2 

621.0 

733.2 

Connate  and  other  bonds . 

82.3 

140.9 

166.1 

191.3 

231.7 

245.7 

287.3 

320.8 

393.2 

Corporate  stocks  . 

125.6 

168.9 

175.6 

201.C 

251.2 

221.7 

271.9 

300.2 

340.0 

U.S.  liabilities  to  unaffiliated  foreigners  reported 

208.9 

220.7 

233.3 

by  U.S.  nonbanking  concerns 

U.S.  liabilities  reported  by  U.S.  banks,  not  m- 

87.0 

90.7 

110.2 

144.5 

167.1 

213.4 

eluded  elsewhere . 

354.5 

430.6 

517.2 

583.7 

635.5 

631.6 

635.6 

651.0 

672.0 

■  Valued  at  market  price. 

Note.— For  details  regarding  these  data,  see  Smey  of  Comot  Bosimss,  June  1991,  June  1992,  June  1993,  and  June  1994. 
Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-105. — U.S.  iiileniationa/  Iransatiions.  l94(>-94 


IMillions  of  dotlars;  quarterly  data  seasonally  adjusted,  except  as  noted.  Credits  (-r),  debits  (-)| 


Merchandise 

.X 

Services 

Balance 
on  goods 
and 

services 

Investment  income 

Balance 

on 

current 

account 

Year  or 
quarter 

Exports 

Imports 

Net 

Net 

military 
transac¬ 
tions”  ” 

Net 

travel 

and 

transpor¬ 

tation 

receipts 

Other 

services, 

net 

Receipts 
on  U.S. 
assets 
abroad 

Payments 

on 

foreign 
assets  in 
US 

Net 

Unilateral 
transfers, 
net  r 

1946 . 

11,764 

-5,067 

6,697 

-424 

733 

3^ 

7,316 

772 

-212 

560 

-2,991 

4,885 

1947 . 

16,097 

-5,973 

10,124 

-353 

946 

145 

10,857 

1,102 

-245 

857 

-2,722 

8,992 

1948 . 

13,265 

-7,557 

5,708 

-351 

374 

175 

5,906 

1,921 

-437 

1,484 

-4,973 

2,417 

1949 . 

12,213 

-6,874 

5,339 

-410 

230 

208 

5,367 

1,831 

-476 

1,355 

-5,849 

873 

1950 . 

10,203 

-9,081 

1,122 

-56 

-120 

242 

1,188 

2,063 

-559 

1,509 

-4,537 

-1,840 

1951 

14,243 

-11,176 

3,067 

169 

298 

254 

3,788 

2,633 

2,050 

-4,954 

884 

1952 . 

13,449 

-10,838 

2,611 

528 

83 

309 

3,531 

2,751 

-555 

2,196 

-5,113 

614 

1953 . 

12,412 

-10,975 

1,437 

1,753 

307 

3,253 

2,736 

-624 

2,112 

-6,657 

-1,286 

1954 . 

12,929 

-10,353 

2,576 

902 

-269 

305 

3,514 

■  2,929 

-582 

2,347 

-5,642 

219 

1955 . 

14,424 

-11,527 

2,897 

-113 

-297 

299 

2,786 

3,406 

-676 

2,730 

-5,086 

430 

1956 . 

17,556 

-12,803 

4,753 

-221 

-361 

447 

4,618 

3,837 

-735 

3,102 

-4,990 

2,730 

1957 . 

19,562 

-13,291 

6,271 

-423 

-189] 

482 

6,141 

4,180 

-796 

3,384 

-4,763 

4,762 

1958 . 

16,414 

12,952 

3,462 

-849 

-633 

486 

2,466 

3,790 

-825 

2,%5 

-4,647 

784 

1959 . 

16,458 

-15,310 

1,148 

-831 

-821 

573 

69 

4,132 

-1,061 

3,071 

-4,422 

- 1,282 

1960 . 

19,650 

-14,758 

4,892 

- 1,057 

-964 

639 

3,508 

4,616 

-1,238 

3,379 

-4,062 

2,824 

1%] 

20,108 

-14,537 

5,571 

-1,131 

-978 

732 

4,135 

4,999 

- 1,245 

3,755 

-4,127 

3,822 

1962 

20,781 

- 16,260 

4,521 

-912 

-1,152 

912 

3,370 

5,618 

-1,324 

4,294 

-4,277 

3,387 

196; 

22,272 

- 17,048 

5,224 

-742 

-1,309 

1,036 

4,210 

6,157 

-1,560 

4,596 

-4,392 

4,414 

196r 

25,501 

- 18,700 

6,801 

-794 

-1,146 

1,161 

6,022 

6,824 

-1,783 

5,041 

-4,240 

6,823 

1965 

26,461 

-21,510 

4,951 

-487 

-1,280 

1,480 

4,664 

7,437 

-2,088 

5,350 

-4,583 

5,431 

1966 

29,310 

-25,493 

3,817 

-1,043 

-1,331 

1,497 

2,940 

7,528 

-2,481 

5,047 

-4,955 

3,031 

1967 

30,666 

-26,866 

3,800 

-1,187 

-1,750 

1,742 

2,604 

8,021 

-2,747 

5,274 

-5,294 

2,583 

1%( 

33,626 

-32,991 

635 

-596 

-1,548 

1,759 

250 

9,367 

-3,378 

5,990 

-5,629 

611 

1969 

36,414 

-35,807 

607 

-718 

-1,763 

1,964 

91 

10,913 

-4,869 

6,044 

-5,735 

399 

1970 

42,469 

-33,866 

2,603 

-641 

-2,033 

2,330 

2,254 

11,748 

-5,515 

6,233 

-6,156 

2,331 

1971 

43,319 

-45,579 

-2,260 

653 

-2,345 

2,649 

-1,303 

12,707 

-5,435 

7,272 

-7,402 

-1,433 

1972 

49,381 

-55,797 

-6,416 

1,072 

-3,063 

2,965 

-5,443 

14,765 

-6,572 

8,192 

-8,544 

-5,795 

1973 

71,410 

-70,499 

911 

740 

-3,158 

3,406 

1,900 

21,808 

-9,655 

12,153 

-6,913 

7,140 

1974 

98,306 

-103,811 

-5,505 

165 

-3,184 

4,231 

-4,292 

27,587 

- 12,084 

15,503 

”  -9,249 

1,962 

1975 

107,088 

-98,185 

8,903 

1,461 

-2,812 

4,854 

12,404 

25,351 

-12,564 

12,787 

-7,075 

18,116 

19/6 

114,745 

- 124,228 

-9,483 

931 

-2,558 

5,027 

-6,082 

29,375 

-13,311 

16,063 

-5,686 

4.295 

197/ 

120,816 

-151,907 

-31,091 

1,731 

-3,565 

5,680 

-27,246 

32,354 

- 14,217 

18,137 

-5,226 

-14,335 

1978 

142,075 

-176,002 

-33,927 

857 

-3,573 

6,879 

-29,763 

42,088 

20,408 

-5,788 

-15,143 

1979 

184,439 

-212,007 

-27,568 

-1,313 

-2,835 

7,251 

-24,565 

63,834 

-32,961 

30,873 

-6,593 

-285 

1980 

224,250 

-249,750 

-25,500 

-1,822 

-997 

8,912 

- 19,407 

72,606 

-42,532 

30,073 

-8,349 

2,317 

1981 

237,044 

-265,067 

-28,023 

-844 

144 

12,552 

-16,172 

86,529 

-53,626 

32,903 

-11,702 

5,030 

1982 

211,157 

-247,642 

—  36.4od 

112 

-992 

13,209 

-24,155 

86,200 

-56,412 

29,788 

-17,075 

-11,443 

1983 

201,799 

-268,901 

-67,102 

-563 

-4,227 

14,095 

-57,796 

84,778 

-53,700 

31,078 

-17,741 

-44,460 

1984 

219,926 

-332,418 

-112,492 

-2,547 

-8,438 

14,277 

- 109,200 

104,075 

-74,036 

30,038 

-20,612 

-99,773 

1985 

215,915 

-338,088 

-  122,173 

-4,390 

-9,798 

14,266 

122,095 

92,760 

-73,087 

19,673 

-22,950 

- 125,372 

1986 

223,344 

-368,425 

-145,031 

-5,181 

-7,382 

18,855 

- 138,789 

90,858 

-79,095 

11,763 

-24,176 

-151,201 

1987 

250  2CS 

-409,765 

159,557 

-3,844 

-6,481 

17,900 

-151,981 

99,239 

-91,302 

7,937 

-23,052 

- 167,097 

198i 

320,230 

-447,189 

-126,959 

-6,315 

-1,511 

19,961 

-114,824 

127,414 

-115,806 

11,607 

-24,977 

-128,194 

1989 

362,116 

-477,365 

-115,249 

-6,726 

5,071 

26,558 

-90,345 

152,517 

-138,858 

13,659 

-26,134 

- 102,820 

1990 

389,303 

-493,336 

-109,033 

-7,567 

8,978 

28,811 

-78,810 

160,300 

-139,574 

20,725 

-33,663 

-91,748 

1991 

416,913 

-490,981 

-74,068 

-5,485 

17,957 

33,124 

-28,472 

136,914 

-122,081 

14,833 

6,687 

-6,952 

1992 

440,361 

-  536,433 

-96,097 

-3,034 

20,885 

37,862 

-40,384 

114,449 

-109,909 

4,540 

-32,042 

-67,886 

1993 

456,866 

-589,441 

-132,575 

-763 

20,340 

36,773 

-75,725 

113,856 

-  109,910 

3,946 

-32,117 

- 103,8% 

1992 

1.. 

108,263 

108,803 

- 126,333 
-133,139 

-ia,0$b 

-24,336 

-559 

-673 

5,311 

5,433 

9,435 

9,202 

-3,877 

-10,375 

30,132 

30,236 

-27,755 

-28,624 

2,437 

1,612 

-6,917 

-7,77$ 

-8,357 

-16,539 

II. 

Ill 

109,546 

-13$, 906 

-27,360 

-525 

5,138 

3,960 

-12,787 

27,864 

-26,644 

1,220 

-7,040 

- 18,607 

IV 

113,744 

-14O,0°0 

-26,336 

-1,277 

5,0G5 

9,262 

-13,34$ 

26,158 

-26,887 

-729 

-10,308 

-24,383 

1993 

1.. 

II. 

111,664 

113,787 

-140,855 

-147,514 

-29,191 

-33,727 

1  1 

5,307 

5,565 

9,567 

9,221 

-14,422 

-19,070 

27,727 

28,801 

-25,872 

-23,133 

1,855 

668 

-7,283 

-7,200 

-19,850 

-25,602 

Ill 

111,736 

-148,224 

-36,438 

-87 

5,230 

9,087 

-22,258 

28,513 

-26,498 

2,015 

-7,613 

-27,856 

IV 

119,679 

-152,848 

-33,169 

-444 

4,740 

8,897 

-19,976 

28,816 

-29,40$ 

-590 

-10,021 

-30,587 

1994 

1.. 

118,018 

-154,930 

-164,315 

-3$, 962 

-41,632 

337 

4,098 

5,344 

8,874 

9,465 

-24,328 

-26,646 

29,883 

31,878 

-30,699 

-34,687 

-811 

-2,809 

-7,178 

-8,451 

-32,317 

-37,906 

II. 

122,683 

177 

Ill' . 

127,817 

-172,450 

-44,633 

376 

4,843 

9,933 

-29,511 

35393 

-39,347 

-3,948 

-8,263 

-41,722 

'  Excludes  militan. 

*  Adjusted  from  tosus  data  lor  differences  in  valuation,  coverage,  and  timing. 
‘  Quarterly  data  are  not  seasonally  adjusted. 

r  Includes  transfers  of  goods  and  services  under  U.S.  military  grant  programs. 
Sie  net/  fiige  tor  antmatm  ot  toUe 
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Table  B-105. — U.S.  international  transactions,  1946-94 — Continued 
[MillioiK  of  dollars:  quarterly  data  seasonally  adjusted,  except  as  noted] 


U.S.  assets  abroad,  net 
[increase/capital  outflow  ( - )] 


Foreign  assets  in  the  U.S.,  net 
[increase/capital  inflow  (  +  )] 


-7,726  -1,057 

-13,586  1,464 

-10,806  1,952 

-29,395  1,542 

-12,659  -983 

-35,966  822 

-35,651  -545 

-63,622  -  673 

-48,236  -  59 

-7,031  3,537 

-20,394  -165 


Statistical 

discrepancy 

Alloca-  - - 

tions  of  Tni>i 
special  -i  which: 

drawing  Seasonal 

it^s 

’"‘""i"  di^M- 
reversed) 


-269  -  6,400  26,116  21,016  5,100 

-289  -14,761  47,874  20,897  26,977 

-394  -12,364  29,935  -  7,417  37,352 

-701  -30,236  42,581  6,363  36,218 

488  -12,164  16,772  10,968  5,804 

-281  -36,507  51,829  17,492  34,337 

-34,915  71,934  19,259  52,675 

-321  -62,628  90,162  23,962  66,200 

490  -  48,667  95,078  11,530  83,548 

462  -11,030  49,257  8,925  40,332 

-118  -  20,111  67,439  17,496  49,943 


-550 
-3,909 
10,986 
12,362 
23,696 
8,643 
18,826 
14,503 
30,358 
52,416  1,139 

42,615  1,152 

78,072  1,093 


*  Includes  extraordinary  U.S.  Government  transactions  with  India. 

*  Consists  of  goM,  special  drawing  rights,  foreign  currencies,  and  the  U.S.  reserve  position  in  the  International  Monetary  Fund  (IMF). 
Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-106. — U.S.  wurchandise  exports  and  imports  by  principal  end-use  category,  1965-94 


[Billions  of  dollars;  quarterly  data  seasonally  adjusted] 


Year  or 
quarter 

Exports 

Imports 

Total 

Airi- 

cultur¬ 

al 

prod¬ 

ucts 

Norufricuttural  products 

Total 

Petro¬ 

leum 

and 

prod¬ 

ucts 

Nonpetroleuin  products 

Total 

Indus¬ 

trial 

supplies 

and 

mat^ 

rials 

Capital 

goods 

except 

automo¬ 

tive 

Auto¬ 

motive 

Other 

Total 

Indus¬ 

trial 

supplies 

and 

mate¬ 

rials 

Capital 

goods 

except 

automo¬ 

tive 

Auto¬ 

motive 

Other 

1965 . 

26.5 

6.3 

20.2 

7.6 

8.1 

1.9 

2.6 

21.5 

2.0 

19.5 

9.1 

1.5 

0.9 

8.0 

1966 . 

29.3 

6.9 

22.4 

8.2 

8.9 

2.4 

2.9 

25.5 

2.1 

23.4 

10.2 

2.2 

1.8 

9.2 

1967 . 

30.7 

6.5 

24.2 

8.5 

9.9 

2.8 

3.0 

26.9 

2.1 

24.8 

10.0 

2.5 

2.4 

9.9 

1968 . 

33.6 

6.3 

27.3 

9.6 

11.1 

3.5 

3.2 

33.0 

2.4 

30.6 

12.0 

2.8 

4.0 

11.8 

1969 . 

36.4 

6.1 

30.3 

10.3 

12.4 

3.9 

3.7 

35.8 

2.6 

33.2 

11.8 

3.4 

4.9 

13.0 

1970 . 

42.5 

7.4 

35.1 

12.3 

14.7 

3.9 

4.3 

39.9 

2.9 

36.9 

12.4 

4.0 

5.5 

15.0 

1971 . 

43.3 

7.8 

35.5 

10.9 

15.4 

4.7 

4.5 

45.6 

3.7 

41.9 

13.8 

4.3 

7.4 

16.4 

1972 . 

49.4 

9.5 

39.9 

11.9 

16.9 

5.5 

5.6 

55.8 

4.7 

51.1 

16.3 

5.9 

8.7 

20.2 

1973 . 

71.4 

18.0 

53.4 

17.0 

22.0 

6.9 

7.6 

70.5 

8.4 

62.1 

19.6 

8.3 

10.3 

23.9 

1974 . 

98.3 

22.4 

75.9 

26.3 

30.9 

8.6 

10.0 

103.8 

26.6 

77.2 

27.8 

9.8 

12.0 

27.5 

1975 . 

107.1 

22.2 

84.8 

26.8 

36.6 

10.6 

10.8 

98.2 

27.0 

71.2 

24.0 

10.2 

11.7 

25.3 

1976 . 

114.7 

23.4 

91.4 

28.4 

39.1 

12.1 

11.7 

124.2 

34.6 

89.7 

29.8 

12.3 

16.2 

31.4 

1977 

120.8 

24.3 

96.5 

29.8 

39.8 

13.4 

13.5 

151.9 

45.0 

106.9 

35.7 

14.0 

18.6 

38.6 

1978  ' 

142.1 

29.9 

112.2 

34.2 

47.5 

15.2 

15.3 

176.0 

42.6 

133.4 

40.7 

19.3 

25.0 

48.4 

1979 

184.4 

35.5 

149.0 

52.2 

60.2 

17.9 

18.7 

212.0 

60.4 

151.6 

47.5 

24.6 

26.6 

52.8 

1980 

224.3 

42.0 

182.2 

65.1 

76.3 

17.4 

23.4 

249.8 

79.5 

170.2 

53.0 

31.6 

28.3 

57.4 

1981 

23/.0 

44.1 

193.0 

63.6 

84.2 

19.7 

25.5 

265.1 

78.4 

186.7 

56.1 

37.1 

31.0 

62.4 

1982 

211.2 

37.3 

173.9 

57.7 

76.5 

17.2 

22.4 

247.6 

62.0 

185.7 

48.6 

38.4 

34.3 

64.3 

1983 

201.8 

37.1 

164.7 

52.7 

71.7 

18.5 

21.8 

268.9 

55.1 

213.8 

53.7 

43.7 

43.0 

73.3 

1984 

219.9 

38.4 

181.5 

56.8 

77.0 

22.4 

25.3 

332.4 

58.1 

274.4 

66.1 

60.4 

56.5 

91.4 

1985 . 

215.9 

29.6 

186.3 

54.8 

79.3 

24.9 

27.2 

338.1 

51.4 

286.7 

62.6 

61.3 

64.9 

97.9 

1986 . 

223.3 

27.2 

196.2 

594 

8?8 

25  1 

284 

3681 

34  3 

334  1 

699 

770 

78J 

114? 

1987 . 

250.2 

29.8 

220.4 

637 

927 

27  6 

.36  4 

4048 

42  4 

3668 

708 

851 

852 

125  7 

1988 . 

320.2 

38.8 

281.4 

^.6 

119  1 

334 

463 

447  2 

396 

407  6 

83  1 

102.2 

87.9 

134.4 

1989 . 

362.1 

42.2 

319.9 

91.9 

139.6 

34.9 

53.5 

477.4 

50.9 

426.4 

84.2 

112.5 

87.4 

142.4 

1990 . 

389.3 

40.2 

349.1 

97.1 

153.3 

36.5 

62.3 

498.3 

62.3 

436.0 

82.5 

116.0 

88.5 

149.0 

1991 . 

416.9 

40.1 

376.8 

101.7 

166.5 

40.0 

68.6 

491.0 

51.7 

439.2 

81.2 

120.8 

85.7 

151.5 

1992 . 

440.4 

44.1 

396.3 

101.7 

176.1 

47.0 

71.5 

536.5 

51.6 

484.9 

89.0 

134.3 

91.8 

169.8 

1993 . 

456.9 

43.7 

413.2 

105.0 

182  2 

52.4 

735 

^4 

51  5 

538.0 

1010 

152.4 

102.4 

182  2 

1992:  1 . 

108.3 

10.9 

97.4 

24.9 

44.1 

10.7 

17.7 

126.3 

10.5 

115.9 

21.2 

31.5 

22.4 

40.8 

II . 

108.8 

10.7 

98.1 

25.3 

43.7 

11.6 

17.4 

133.1 

13.1 

120.0 

22.2 

32.9 

22.7 

42.2 

Ill . 

109.5 

11.1 

98.5 

25.5 

43.0 

12.1 

17.9 

136.9 

14.3 

122.6 

22.2 

34.4 

23.1 

42.9 

W . 

113.7 

11.4 

102.3 

26.0 

45.2 

12.6 

18.6 

140.1 

13.7 

126.4 

23.4 

35.5 

23.6 

43.8 

1993:  1 . 

111.7 

10.9 

100.7 

25.7 

44.2 

12.9 

17.9 

140.9 

12.8 

128.1 

23.5 

35.7 

25.2 

43.8 

II . 

113.8 

10.9 

102.9 

25.9 

45.8 

13.2 

17.9 

147.5 

14.3 

133.2 

25.0 

37.6 

25.4 

45.2 

Ill . 

111.7 

10.5 

101.2 

26.0 

44.1 

12.6 

18.5 

148.2 

12.5 

135.7 

26.0 

38.2 

25.4 

46.1 

IV . 

119.7 

11.3 

108.3 

27.4 

48.1 

13.7 

19.1 

152.8 

11.9 

141.0 

26.5 

40.8 

26.5 

47.2 

1994: 1 . 

118.0 

10.9 

107.1 

26.4 

487 

13.6 

18.4 

155.0 

10.4 

144.6 

27.6 

42.6 

27.0 

47.4 

II . 

122.7 

11.0 

111.7 

27.0 

51.1 

14.0 

19.7 

164.3 

12.8 

151.5 

27.8 

44.7 

29.1 

49.8 

Ill . 

127.8 

11.7 

116.2 

29.1 

51.9 

14.5 

20.7 

172.5 

15.2 

157.3 

28.5 

47.0 

30.9 

_ 

50.9 

■  Endmse  categories  beginning  1978  are  not  strictly  comparable  with  data  for  earlier  periods.  See  Smey  ot  Cmm  Business,  June  1988. 


Note.— Data  are  on  an  international  transactions  basis  and  exclude  military. 

In  June  1990,  end-use  categories  for  merchandise  exports  were  redefined  to  include  reexports;  beginning  with  data  for  1978, 
reexports  (exports  of  foreign  merchandise)  are  assigned  to  detailed  end-use  categories  in  the  same  manner  as  exports  of  domestic 
merchandise. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-107. — U.S.  menhamiist  experts  and  imports  by  area.  196i-94 


[Billions  of  dollars] 


Item 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994  first 

3  quarters 
at  annual 
rate' 

Exports . 

215.9 

223.3 

2502 

320.2 

362.1 

389.3 

416.9 

440.4 

456.9 

491.4 

Industrial  coiintries . 

140.5 

165.6 

207.3 

234.2 

253.8 

261.3 

265.1 

270.7 

289.0 

Canada . 

55.4 

62.0 

74.3 

81.1 

83.5 

85.9 

91.4 

101.2 

112.0 

Japan . 

22.1 

27.6 

37.2 

43.9 

478 

47.2 

46.9 

46.7 

51.7 

Western  Europe* . 

56.0 

^■rlT 

68.6 

86.4 

98.4 

111.4 

116.8 

114.5 

111.3 

112.4 

Australia,  New  Zealand. 

and  South  Africa . 

7.0 

7.1 

ma 

9.4 

10.9 

11.2 

11.4 

12.4 

11.5 

12.9 

Australia . 

5.1 

5.1 

6.8 

8.1 

8.3 

8.3 

8.7 

8.1 

9.4 

Other  countries,  except 

Eastern  Europe  . 

71.9 

71.0 

82.3 

109.1 

122.2 

130.6 

150.4 

169.5 

179.8 

197.0 

OPEC* . 

11.4 

10.4 

10.7 

13.8 

13.3 

13.4 

18.4 

20.7 

18.7 

16.6 

Other* . 

60.5 

60.6 

71.6 

95.3 

108.9 

117.2 

132.0 

148.8 

161.1 

180.4 

Eastern  Europe . 

3.2 

2.1 

2.3 

3.8 

5.5 

4.3 

4.8 

5.6 

6.2 

5.4 

International 

organizations  and 

.2 

.1 

.2 

.6 

.4 

.1 

2 

.0 

Imports . 

338.1 

368.4 

409.8 

447.2 

477.4 

498.3 

491.0 

536.5 

589.4 

655.7 

Industrial  countries . 

219.0 

245.4 

259  7 

283.2 

292.5 

299.9 

294.3 

316.3 

347.8 

382.5 

Canada . 

70.2 

69.7 

73.6 

84.6 

89.9 

93.1 

93.0 

100.9 

113.3 

127.7 

Japan . 

65.7 

80.8 

84.6 

89.8 

93.5 

90.4 

92.3 

97.4 

107.2 

117.1 

Western  Europe 

77.5 

89.0 

96.1 

102.6 

102.4 

109.2 

102.0 

111.4 

120.9 

131.0 

Australia,  New  Zealand, 

and  Sriuth  Africa . 

5.6 

5.9 

5.4 

6.2 

6.6 

7.3 

7.0 

6.4 

6.7 

Australia . 

2.7 

2.6 

3.0 

3.5 

3.9 

4.4 

4.1 

mm 

3.3 

3.2 

Other  countries,  except 

Eastern  Europe  . 

117.3 

121.1 

148.2 

161.8 

182.8 

196.1 

194.9 

218.2 

238.1 

267.9 

OPEC* . 

22.S 

18.9 

24.4 

23.0 

30.7 

38.2 

33.4 

33.7 

32.6 

31.1 

Other* . 

94.5 

102.2 

123.8 

138.8 

152.1 

157.9 

161.5 

184.5 

205.4 

236.7 

Eastern  Europe  . 

1.8 

2.0 

1.9 

2.2 

2.1 

2.3 

1.8 

2.0 

3.5 

5.3 

International 

organizations  and 

Balance  (excess  of 

exports  +) . 

-122.2 

-145.1 

-159.6 

-127.0 

-115.2 

-109.0 

-74.1 

-96.1 

-132.6 

-164.3 

Industrial  countries . 

-78.4 

-95.1 

-94.1 

-75.9 

-58.3 

-46.1 

-33.0 

-51.2 

-77.2 

-93.5 

. 

-14.8 

-13.2 

-11.6 

-10.3 

-8.9 

-9.6 

-7.1 

-9.5 

-12.1 

-15.6 

Japan . 

-43.5 

-54.4 

-56.9 

-52.6 

-49.7 

-42.6 

-45.0 

-50.5 

-60.5 

-65.4 

Western  Europe* . 

-21.4 

-28.6 

-27.5 

-16.2 

2.2 

14.8 

3.1 

-9.7 

-18.6 

Australia,  New  Zealand, 

and  South  Africa . 

1.4 

1.1 

2.0 

msi 

39 

4.4 

5.8 

5.2 

6.2 

Australia . 

2.4 

2.5 

2.3 

■9 

■ 

3.9 

4.2 

5.0 

4.8 

6.3 

Other  countries,  except 

Eastern  Europe . 

-45.3 

-50.1 

-65.8 

-52.7 

-60.6 

-65.6 

-44.5 

-48.7 

-58.3 

-70.9 

OPEC* . 

-11.4 

-8.5 

-13.7 

-9.2 

-17.4 

-24.8 

-15.0 

-13.0 

-14.0 

-14.5 

Other* . 

-33.9 

-41.6 

-52.1 

-43.5 

-43.2 

-40.7 

-29.5 

-35.7 

-44.3 

-56.4 

Eastern  Europe* . 

1.4 

.1 

.3 

1.6 

2.1 

3.0 

3.7 

ml 

.1 

International 

■I 

mm 

organizations  and 

unallocated . 

.2 

.1 

.6 

.4 

.1 

.0 

■  Preliniinary:  seasonally  adjusted. 

*  The  former  German  Demoaatic  RetMiMic  (East  Germany)  included  in  Western  Europe  beginning  fourth  quarter  1990  and  in  Eastern 
Europe  prior  to  that  time. 

*  Organization  of  Petroleum  Exporting  Countries,  consisting  of  Algeria.  Ecuador  (through  1992),  Gabon,  Indonesia.  Iran.  Iraq,  Kuwait. 
Libya,  Nigeria.  Qatar,  Saudi  Arabia,  United  Arab  Emirates,  and  Venezuela. 

*  Latin  America,  other  Western  Hemisphere,  and  other  countries  in  Asia  and  Africa,  less  members  of  OPEC. 

Note.— Data  are  on  an  international  transactions  basis  and  eiclude  military. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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Table  B-106. — U.S.  inttmational  trad*  in  goods  on  balance  of  payments  (BOP)  and  Census  basis,  and 
trade  in  services  on  BOP  basis,  1974-94 
[BillioiK  of  dollars;  monthly  data  seasonally  adjusted] 


Year  or  month 

Goods:  Exports 
(f.a.s.  value)  ■  ■ 

Goods:  Imports  (customs  value,  except  as 
noted)  * 

Services  (BOP 
basis) 

Total, 
BOP 
basis  * 

Census  basis  (by  end-use  category) 

Total, 

BOP 

basis 

Census  basis  (by  end-use  category) 

Ex¬ 

ports 

Im¬ 

ports 

Total, 
Census 
a  4 

Foods, 

feeds, 

and 

bev¬ 

er¬ 

ages 

In¬ 

dus- 

tri- 

al- 

sup- 

plies 

and 

ma¬ 

teri¬ 

als 

Cap¬ 

ital 

goods 

ex¬ 

cept 

auto¬ 

mo¬ 

tive 

Auto¬ 

mo¬ 

tive 

vehi¬ 

cles. 

parts. 

and 

en¬ 

gines 

Con¬ 

sum¬ 

er 

goods 

(non¬ 

food) 

ex¬ 

cept 

auto¬ 

mo¬ 

tive 

Total, 
Cen¬ 
sus 
basis  * 

Foods. 

feeds, 

and 

bev¬ 

er¬ 

ages 

n 

Cap¬ 

ital 

goods 

ex¬ 

cept 

auto¬ 

mo¬ 

tive 

Auto¬ 

mo¬ 

tive 

vehi¬ 

cles, 

parts, 

and 

en¬ 

gines 

F.a.s 

value 

• 

BB 

1974 . 

98.3 

99.4 

. 

103.8 

1033 

22.6 

21.4 

1975 

107.1 

1089 

9S.2 

99.3 

25.5 

22.0 

1976 

114.7 

iiggL 

124.2 

124g 

28.0 

24.6 

1977 

120.8 

123.2 

1519 

151.51 . 

31.5 

27.6 

1978 

142.1 

145.8 

1760 

176.1 

36.4 

32.2 

1979 

184.4 

1864 

2120 

210.3 

39.7 

36.7 

1980 

r24.3 

225  6 

249,8 

245.3 

47.6 

41.5 

Cus 

toms  V 

alue  1 

1981 . 

237.0 

238.7 

251  0 

57.4 

45.5 

1982 . 

211.2 

216.4 

31.3 

617 

72.7 

15.7 

14.3 

Wfff^ 

171 

112.0 

35.4 

33.3 

39.7 

64.1 

51.7 

1983 . 

201.8 

205.6 

30.9 

56.7 

67.2 

13.4 

rWS:1 

rXvfil 

18.2 

107.0 

40.9 

408 

449 

642 

54.9 

1984 . 

213.9 

224.0 

315 

61.7 

720 

206 

13.3 

kkI'JcI 

3cK!iVi 

EE 

123.7 

59.8 

53.5 

60.0 

71.0 

67.7 

1985 . 

2159 

'  218.8 

24.0 

58.5 

73.9 

22.9 

126 

338.1 

■Idcl.'tr 

21.9 

1139 

65.1 

66.8 

68.3 

72.9 

72.8 

1986 . 

223.3 

’227.2 

22.3 

57.3 

75.8 

21.7 

14.2 

365.4 

24.4 

101.3 

71.8 

78.2 

79.4 

86.1 

79.8 

1987 . 

250.2 

254.1 

243 

66.7 

86.2 

24.6 

17.7 

406.2 

24.8 

111.0 

84.5 

85.2 

88.7 

97.8 

90.2 

1988 . 

320.2 

322.4 

323 

85.1 

109.2 

29.3 

23.1 

447.2 

441.0 

24.8 

118.3 

101.4 

87.7 

95.9 

110.0 

97.9 

1989 . 

362.1 

363.8 

37.2 

99.3 

138.8 

34.8 

36.4 

477.4 

4732 

25.1 

132.3 

113.3 

86.1 

102.9 

126.8 

101.9 

1990 . 

3893 

393.6 

35.1 

104.4 

152.7 

37.4 

433 

4983 

4953 

266 

143.2 

116.4 

87.3 

105.7 

147.2 

117.0 

1991 . 

416.9 

421.7 

35.7 

109.7 

166.7 

40.0 

45.9 

4910 

488.5 

26.5 

131.6 

120.7 

85.7 

108.0 

163.2 

117.6 

1992 . 

440.4 

448.2 

403 

109.1 

175.9 

47.0 

514 

536.5 

532,7 

27.5 

138.6 

134.3 

31.8 

122.7 

1766 

120.9 

1993 . 

45G.9 

465.1 

40.6 

111.8 

181.7 

52.4 

54.7 

589.4 

580.7 

27.9 

1456 

152.4 

102.4 

134.0 

184.8 

128.0 

1993: Jan . 

36.7 

37.4 

3.3 

9.4 

14.3 

4.1 

4.3 

46.1 

45.6 

2.3 

11.7 

11.6 

8.1 

14.8 

10.2 

Feb . 

36.4 

37.0 

3.4 

8.7 

14.2 

4.4 

4.4 

45.0 

44.9 

2.2 

11.0 

11.8 

8.3 

HIS! 

15,5 

10.1 

Mar . 

38.6 

39.1 

3.5 

9.3 

4.4 

4.5 

49.7 

48.9 

2.4 

12.5 

12.3 

8.8 

11.3 

153 

10.5 

Apr . 

37.9 

38.6 

3.5 

92 

152 

4.4 

4.4 

492 

48.5 

2-2 

12.7 

12.4 

86 

11.1 

15.5 

10.6 

May . 

38.6 

39.3 

3.4 

96 

153 

45 

4.6 

486 

47.8 

23 

12.4 

12.3 

ME 

EES 

15.4 

10.4 

June . 

37.3 

37.9 

3.2 

8.8 

15.3 

4.3 

4.4 

49.7 

49.3 

2.3 

12.8 

12.9 

8.6 

11,2 

15.4 

10.6 

July . 

36.5 

37.2 

3.2 

9.2 

14.2 

4.1 

4.5 

48.8 

48.0 

23 

122 

128 

80 

11.2 

15.6 

10.7 

Aug . 

37.4 

38.1 

3.1 

9-0 

15.1 

42 

4.6 

49.0 

482 

23 

11.8 

12-5 

8.6 

11.5 

15.4 

10.6 

Sept . 

37.9 

38.6 

3.4 

9.5 

14.7 

4.3 

4.7 

50.4 

49.2 

2.4 

12.2 

12,9 

8.7 

11.5 

15.4 

10.8 

Dei . 

39.4 

40.0 

3.5 

9.9 

155 

4.5 

4.6 

519 

508 

26 

125 

136 

8.9 

11.7 

15.7 

11.1 

Nov . 

39.4 

40.1 

35 

96 

155 

4.7 

4.9 

grK 

50.0 

23 

123 

13.3 

8.9 

11.5 

15.1 

11.1 

Dec . 

41.0 

41.7 

3.7 

9.6 

16.9 

4.5 

4.7 

50.1 

49.4 

23 

11.5 

13.3 

8.7 

11.3 

158 

11.2 

1994: Jan . 

38.5 

39.2 

33 

9.0 

160 

4.4 

4.5 

505 

50.1 

2.4 

11.7 

14.1 

8-7 

11.6 

15.1 

11.0 

Feb . 

37.4 

38.1 

32 

8.7 

15.3 

4.4 

4.5 

51.11 

502 

2.4 

11.9 

14.0 

11.5 

15.4 

11.5 

Mar . 

42.1 

42.8 

3.4 

106 

17.3 

4.8 

4.9 

53.5 

52.4 

25 

12.7 

14.5 

f 

113 

16.3 

11.8 

Apr . 

40.4 

41.1 

3.1 

96 

16.7 

4.7 

4.7 

53.7 

53.1 

25 

12.8 

14.7 

11.8 

15.6 

10.8 

May . 

40.3 

41.1 

3.3 

99 

mm 

4.5 

4.8 

S4.l] 

25 

13.2 

14.9 

HE  1 

12.1 

16.0 

10.9 

June . 

42.C 

42.6 

3.1 

9.8 

17.7 

4.7 

5.1 

55.8 

2.6 

14.0 

15.1 

12.1 

16.3 

11.1 

July . 

40.1 

41.0 

3.1 

10.3 

16.3 

4.3 

4.9 

iBfln 

55.8 

2.6 

14.4 

15.2 

Wt  : 

120 

16.2 

11.2 

Aug . 

44.1 

45.1 

3.7 

10.7 

17.7 

52 

5.3 

58.2 

57.9 

2.7 

14.7 

153 

11.1 

125 

16.2 

11.1 

Sept . 

43.6 

44.4 

3.7 

10.3 

17.8 

5.C 

5.2 

57.8 

2.7 

14.3 

16.5 

99 

126 

16.5 

11.4 

Oct . 

43.4 

44.3 

3S 

106 

50 

5.4 

mm 

2.7 

14.11 

16.6 

102 

128 

165 

11.5 

Nov . 

44.5 

45.3 

4.0 

10./ 

18.0 

49 

5.5 

598 

2.6 

14.6 

17.0 

10.8 

13.0 

16.6 

11.6 

'  Department  of  Defense  shipments  of  erant-aid  military  supplies  and  equipment  under  the  Military  Assistance  Program  are  excluded 
from  total  exports  through  1983  and  included  beginning  1986. 

'  F.a.s.  (free  alongside  ship)  value  basis  at  U.S.  port  of  exportation  for  exports  and  at  foreign  port  of  exportation  for  imports. 

’  Includes  undocumented  ex^s  to  Canada  through  1988.  inning  1989,  undocumented  exports  to  Canada  are  included  in  the 
appropriate  end-use  category. 

*  Total  includes  "other"  exports  or  imports,  not  shown  s^rately. 

*  Total  arrivals  of  imported  goods  other  than  intransit  shipments. 

*  Total  includes  revisions  not  reflected  in  detail. 

r  Total  exports  are  on  a  revised  statistical  month  basis;  end-use  categories  are  on  a  statistical  month  basis. 

Note.— Goods  on  a  Census  basis  are  adjusted  to  a  BOP  basis  by  the  Bureau  of  Economic  Analysis,  in  line  with  concepts  and 
definitions  used  to  prepare  international  and  national  accounts.  The  adjustments  are  necessary  to  supplement  coverage  of  Census  data, 
to  eliminate  duplication  of  transactions  recorded  elsewhere  in  international  accounts,  and  to  value  transactions  according  to  a  standard 
definition. 

Data  include  trade  of  the  U.S.  Virgin  Islands. 

Source:  Department  of  Commerce  (Bureau  of  the  Census  and  Bureau  of  Economic  Analysis). 


Table  B-109. — International  reserves,  selected  years,  19i2-94 
[Millkm  of  SORs:  end  of  period] 


Area  and  country 

1952 

1962 

1972 

1982 

1991 

1992 

1993 

1994 

Nov 

All  countries . 

49,388 

62,851 

146,658 

361,209 

704,511 

725,661 

790,112 

833,157 

841,816 

Industrial  countries  ‘ . 

39,280 

53,502 

113,362 

214,025 

428,438 

424,229 

440,423 

458,354 

460,688 

United  States 

24,714 

17,220 

12,112 

29,918 

55,769 

54,558 

54,374 

52,373 

Canada 

1,944 

2,561 

5,572 

3.439 

11,816 

9,299 

10,098 

9,261 

Australia 

920 

1,168 

5,656 

6,053 

11,837 

8,429 

8,359 

7,952 

7,983 

Japan 

1,101 

2,021 

16,916 

22,001 

51,224 

52,937 

72,577 

84,192 

86,777 

183 

251 

767 

577 

2,062 

2,239 

2.430 

2,355 

Austria 

116 

1,081 

2,505 

5,544 

7,924 

9,703 

11,288 

12,648 

12,481 

Belgium 

1,133 

1,753 

3,564 

4,757 

9,573 

10,914 

9,187 

10,812 

10,314 

Deiitr,arli 

150 

256 

787 

2,111 

5,234 

8,090 

7,557 

6,323 

6,251 

Finland 

132 

237 

664 

1,420 

5,389 

3,862 

4,009 

7,529 

7,414 

France 

686 

4,049 

9,224 

17,850 

24,735 

22,522 

19,354 

19,721 

20,008 

Germany 

960 

6,958 

21,908 

43,909 

47,375 

69,489 

59.856 

60,637 

Greece 

94 

287 

950 

916 

3,747 

3,606 

5,792 

9,158 

10,039 

Iceland 

8 

32 

78 

133 

316 

364 

312 

244 

225 

Ireland 

318 

359 

1,038 

2,390 

4,026 

2,514 

4,326 

4,397 

4,275 

Italy 

722 

4,068 

5,605 

15,108 

36,365 

22,438 

22,387 

21,136 

20,307 

Natr.  '-ds 

953 

1,943 

4,407 

10,723 

13,980 

17,492 

24,046 

25,068 

24,871 

Norway . 

164 

304 

1,220 

6,273 

9,292 

8,725 

14,327 

13,246 

13,857 

Portugal 

603 

680 

2,129 

1,179 

14,977 

14,474 

12,094 

11,345 

Spam 

134 

1,045 

4,618 

7,450 

46,562 

33,640 

30,429 

29,134 

a.i32 

Sweden 

504 

802 

1,453 

3,397 

13,028 

16,667 

14,081 

15,925 

15,810 

S—*:erland 

1,667 

2,919 

6,961 

16,930 

23,191 

nxm 

26,674 

23,900 

25.053 

1.956 

3,308 

5,201 

11.904 

29.948 

KuTTil 

mSKylm 

Developing  countries:  Total  * . 

9,648 

9,349 

33,295 

147,184 

276,074 

301,432 

349,689 

374,803 

381,127 

By  area: 

Africa 

1,786 

2,110 

3,962 

7,737 

14,633 

12,899 

13,944 

14,612 

14,408 

Asia  * 

3,793 

2,772 

8,129 

44,490 

157,533 

164,435 

191,673 

218,738 

222,349 

Europe 

269 

381 

2,680 

5,359 

15,823 

15,171 

17,176 

17,965 

18,623 

Middle  East 

1,183 

1,805 

9,436 

64,039 

41,777 

44,151 

47,355 

45,519 

45,839 

Western  Hemisphere . 

2,616 

2,282 

9.089 

25,563 

46,308 

64,776 

79,542 

77,969 

Memo: 

Oil-exporting  countries . 

1,699 

2,030 

9,956 

67,108 

48,883 

46,144 

46,532 

42,171 

42,785 

Non-oil  developing  countries ' . 

7,949 

7,319 

23,339 

80,076 

227,191 

255,288 

303,157 

332,632 

338,342 

'  Includes  data  lor  Luxembourg. 

*  Includes  data  for  Taiwan  Province  of  China. 

Note.— International  reserves  is  comprised  of  monetary  authorities’  holdings  of  gold  (at  SDR  35  per  ounce),  special  drawing  rights 
(SDRs),  reserve  positions  in  the  International  Monetary  Fund,  and  foreign  exchange.  Data  exclude  U.S.S.R.,  other  Eastern  European 
countries,  and  Cuba  (alter  1960). 

U  S.  dollars  per  SDR  (end  of  period)  are-.  1952  and  1962-1.00000;  1972-1.08571;  1982-1.10311;  1991-1.43043;  1992- 
1.37500;  1993-1.37356;  October  1994-1.48454;  and  November  1994-1.45674. 

Source:  International  Monetary  Fund,  Menutaul  finiKiil  StiHstks. 
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Table  B-110. — Industrial  production  and  cemimer  pricts.  major  industrial  countries.  1969-94 


■  Consists  of  Belglum-luxnntMUfg.  Denmark,  France.  Greece.  Ireland,  Italy,  Netherlanrts,  United  Kingdom.  Germany,  Portugal,  and 
Spain.  Industrial  production  include  data  for  Greece  beginning  1981:  data  for  Portugal  and  Spam  are  included  beginning  1982. 
*  Data  are  for  West  Germany  onh. 

’  All  data  exclude  construction.  Quarterly  data  are  seasonally  adjusted. 

Sources:  National  sources  as  reported  by  Department  of  Commerce  (Internatronal  Trade  Administratron,  Office  of  Trade  and  Economic 
Analysis),  Department  of  labor  (Bureau  of  Labor  Statistics),  and  Board  of  Governors  of  the  Federal  Reserve  System. 


Table  B-111. — Cirilian  unemployment  rate,  atui  hourly  compensation,  major  industrial  countries. 

1969-94 

(Quarterly  data  seasonally  adjusted] 


Yeat  or  quarter 


United 

States 


Japan 


Ger¬ 
many  ■ 


Italy 


United 

Kingdom 


■  Data  are  lor  West  Germany  only. 

*  Civilian  unemployment  rates,  approximating  U.S.  concepts.  Quarterly  data  lor  France  and  Germany  should  be  viewed  as  less  precise 
Indicators  ol  unemployment  undm  U.S.  concepts  than  the  annual  data. 

>  There  are  breaks  in  the  series  lor  Germany  (1983),  Italy  (1986,  1991,  and  1993),  and  United  States  (1994).  Based  on  the  prior 
series,  the  rate  lor  Germany  was  7.2  percent  in  1983,  and  the  rate  lor  Italy  was  6.3  percent  in  1986  and  6.6  in  1991.  The  break  in 
1993  raised  Italy's  rate  by  approximately  1.1  percentage  points.  For  details  on  break  in  series  in  1994  lor  United  States,  see  lootnote  5, 
Table  B-33. 

'  Hourly  compensation  in  manulacturing,  U.S.  dollar  basis.  Data  relate  to  all  employed  persons  (wage  and  salary  earners  and  the  sell- 
emploved)  in  the  United  States  and  Canada,  and  to  all  employees  (wage  and  salary  earners)  in  the  other  countries.  For  France  and 
Uniterl  Kingdom,  compensation  adjusted  to  include  changes  in  employment  taxes  that  are  not  compensation  to  employees,  but  are  labor 
costs  to  employers. 

Source:  Department  ol  Labor,  Bureau  ol  Labor  Statistics. 
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Table  B-112. — Foreign  exchange  rates,  1969-94 
(CunMiqr  units  per  U.S.  dollet.  escept  *s  noted] 


Bet|iun 

Ceneda 

France 

Germany 

Italy 

Japan 

(trine) 

((toiler) 

(franc) 

(mark) 

(Hra) 

(yen) 

568.17 

261.90 

627.32 

358.36 

627.12 

358.16 

618.34 

347.79 

583.70 

303.13 

582.41 

271.31 

650.81 

291.84 

653.10 

296.78 

833.58 

296.45 

882.78 

268.62 

84913 

210.39 

831.11 

219.02 

856.21 

226.63 

1138.58 

220.63 

1354.00 

249.06 

1519.32 

237.55 

175611 

237.46 

1908.88 

238.47 

1491  16 

168.35 

1297.03 

144.60 

1302.39 

128.17 

1372.28 

138.07 

1198.27 

145.00 

1241.21 

134.59 

1232.17 

126.78 

1573.41 

111.08 

1611.49 

102.18 

154737 

120.67 

1506.55 

110.05 

1586.56 

105.65 

1653.17 

108.35 

1683.14 

107.51 

1604.10 

103.24 

1570.58 

99.09 

158934 

98.88 

Table  B-113. — Gnwth  rafts  in  nal  gnss  domestic  product,  1976-94 


[Parcwt  chMc*  at  anwal  rate] 


Araa  and  country 

IBM 

IQ 

im 

IBl 

ISI 

IBM 

1993 

1994> 

World . 

3.4 

3.6 

4.0 

B 

44 

24 

49 

1.7 

24 

41 

Induitrial  countrias . 

2.8 

2.9 

34 

3.3 

2.4 

.8 

1.5 

14 

47 

United  Statai . 

2.9 

2.9 

41 

49 

2.5 

14 

-.6 

2.3 

41 

47 

GiMdi . 

3.4 

3.3 

44 

5.0 

44 

-4 

-14 

.6 

24 

4.1 

Japan . 

4.2 

2.6 

4.1 

64 

4.7 

4.3 

1.1 

.1 

.9 

Europaan  Union . 

24 

2.9 

2.9 

45 

14 

1.1 

B 

2.1 

Franc* . 

24 

24 

24 

4.3 

.8 

14 

1.9 

Gormany* . 

24 

24 

14 

46 

24 

24 

Eli 

24 

Italy 

3.1 

2.9 

41 

2.9 

14 

.7 

■BS 

1.5 

Unitad  Kingdom* . 

1.9 

4.3 

44 

5.0 

24 

-2.0 

-.5 

2.0 

34 

Oaualaping  cauntnai . 

44 

4.8 

5.7 

5.3 

44 

3.8 

4.5 

5.9 

41 

5.6 

41*^^ 

2.4 

2.4 

1.4 

mu 

3.6 

1.9 

1.4 

4 

1.0 

3.3 

hik... 

Mj 

6.7 

47 

5.8 

64 

84 

45 

40 

Middh  Eart  and  Europa . 

3.S 

24 

BH 

47 

4.0 

1.9 

7.0 

44 

1.4 

WntcfR  HMiiipiiire . 

34 

4.1 

■a 

1.0 

1.6 

.3 

44 

2.5 

44 

2.8 

Cauntrlai  in  tranaition* . . 

46 

2.8 

4.3 

24 

-45 

-114 

-145 

-9.0 

-84 

-11.5 

-11.7 

-47 

-44 

^ufim 

imiiiiiiiii 

■IIIIH 

-140 

-19.0 

-140 

-12.0 

mhh 

■MM 

■  AN  (igaras  ara  foracaita.  For  IMtad  Stataa,  proHmInary  ostimalas  by  tha  Oapartmant  ol  Commarca  sho«  that  raal  GOP  {ran  at  a 
4.0  parcant  anmial  rata  bi  1994. 

•  Tbrouih  1990  data  ara  far  Wait  GaraMMy  aaly. 

•  Aiaraga  at  aapamitura,  aicoaia,  and  ont^  aMbnatai  of  GOP  at  martiat  prfcaa. 

•  foe  Moat  caantriaa  indudad  In  tha  gronp.  total  ontM  la  waaiurad  by  raal  not  matarlal  product  (NMP)  or  by  NIIP.baMd  adlmatas 
at  GOP. 

Sourem:  Oapartmant  of  Commarca  (Suraau  of  Economic  Anafysd)  and  kitanialional  Monotary  Fund 
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NATIONAL  WEALTH 


Table  B-114. — National  wealth.  1946-93 
[Billions  of  dollars] 


Private  net  worth 


Tangible  wealth  ’ 


End  of  year 

net 

0  nv 

worth  ' 

Total 

■ 

occupied 

Con¬ 

sumer 

m 

estate 

durables 

1946 . 

536.0 

757.3 

220.1 

149.6 

53.2 

1947 . 

626.2 

833.2 

260.7 

175.5 

65.1 

1948 . 

676.1 

874.5 

294.7 

197.1 

76.3 

1949 . 

708.6 

910.8 

323.5 

214.7 

86.6 

1950 . 

818.6 

1,016.5 

373.1 

239.7 

108.2 

1951 . 

919.4 

1,112.8 

419.1 

266.8 

124.4 

1952 . 

955.4 

1,167.8 

455.2 

291.6 

134.0 

1953 . 

980.4 

1,205.2 

486.3 

312.6 

143.0 

1954 

1,077.3 

1,311.2 

514.4 

335.4 

147.1 

1955 . 

1,185.5 

1,420.2 

557.9 

364.8 

157.3 

1956 . 

1,280.6 

1,512.5 

603.2 

391.9 

171.9 

1957 

1,299.3 

1,533.0 

634.3 

416.3 

176.2 

1958 . 

1,448.2 

1,697.1 

664.1 

438.8 

182.0 

1959 

1,519.6 

1,775.9 

699.1 

464.4 

189.0 

1960 

1,563.2 

1,820.4 

730.0 

488.2 

193.7 

1961 

1,718.0 

1,984.9 

761.2 

512.5 

196.8 

1962 

1,703.5 

1,978.1 

794.5 

535.9 

202.3 

1963 . 

1,842.0 

2,121.3 

833.0 

559.2 

212.8 

1964 

1,997.2 

2,283.9 

874.9 

584.6 

223.7 

1965 

2,170.4 

2,461.3 

919.2 

609.6 

236.1 

1966 

2,228.0 

2,526.0 

991.8 

651.9 

258.5 

1967 

2,503.5 

2,814.3 

1,059.4 

688.2 

283.2 

1968 

2,841.6 

3,165.2 

1,182.0 

768.7 

314.2 

1969 

2,872.6 

3,197.3 

1,282.8 

826.7 

343.7 

1970 

3,003.7 

3,348.6 

1,363.9 

867.4 

372.4 

1971 

3,315.7 

3,690.6 

1,478.1 

945.7 

393.7 

1972 

3,747.2 

4,137.2 

1,667.7 

1,085.5 

424.7 

1973 . 

3,919.1 

4,309.7 

1,887.8 

1,2349 

470.5 

1974 . 

4,078.9 

4,481.5 

2,146.8 

1,395,2 

544.2 

1975 . 

4,626.6 

5,109.0 

2,391.1 

1,572.1 

595.7 

1976 . 

5,314.8 

5,857.4 

2,683.8 

1,790.4 

652.8 

1977 

5,782.6 

6,366.8 

3,088.3 

2,094.7 

725.5 

1978 

6,620.7 

7,236.3 

3,601.3 

2,478.2 

815.2 

1979 

7,749.4 

8,379.3 

4,178.7 

2,897.2 

924.4 

1980 

8,975.6 

9,666.1 

4,703.0 

3,289.4 

1,014.3 

1981 

9,566.4 

10,341.7 

5,096.5 

3,572.6 

1,086.2 

1982 

1(1,134.3 

11,054.9 

5,358.5 

3,758.4 

1,133.7 

1983 

10.854.8 

U.955.8 

5,672.8 

3,983.9 

1,193.8 

1984 

11,409.6 

12,683.2 

6,160.0 

4.349.4 

1,281.5 

1985 

12.466.7 

13,938.4 

6,603.2 

4,650.1 

1,391.1 

1986 

13,471.6 

15,178.3 

7;i00.4 

4;978.2 

1,527.5 

1987 

14,274.0 

16,176.7 

7,656.1 

5,368.9 

1,659.5 

1988 

15,182.7 

17^74.3 

8,102.8 

5,619.6 

1,808.4 

1989 

16,712.8 

19,014.2 

8,708.6 

6,058.5 

1,929.6 

1990 

16,529.9 

19,058.8 

8,774.7 

6,015.9 

2,047.1 

1991 

18.089.9 

20,900.4 

9,286.0 

6,484.0 

2,138.9 

1992 . 

18,688.5 

21,878  8 

9,557.1 

6,709.3 

21222.2 

1993 . 

19,493.4 

23,052.5 

9,970.1 

6,997.1 

2,336.3 

Government  net  financial  assets 

Financial  wealth 

Total  ’ 

Federal 

State 

and 

local 

■ 

(>>rpo- 
rate 
equity  ■ 

Noncor¬ 

porate 

equity 

537.2 

102.6 

201.0 

-221.3 

-221.6 

-0.6 

572.5 

100.2 

2369 

-207.0 

-207.4 

-.5 

579.8 

99.0 

246.0 

-198.4 

-198.8 

-.7 

587.3 

108.1 

244.9 

-202.2 

-202.4 

-.9 

643.4 

132.0 

276.5 

-197.9 

-195.1 

-3.9 

693.7 

154.6 

296.3 

-193.4 

-189.7 

-5.0 

712.6 

156.4 

298.7 

-212.4 

-203.2 

-10.5 

718.9 

150.3 

300.9 

-224.8 

-212.1 

-14.0 

796.8 

219.1 

302.3 

-233.9 

-217.5 

-17.9 

862.3 

268.5 

310.3 

-234.7 

-215.1 

-21.1 

909.3 

288.6 

324.3 

-231.9 

-209.4 

-24.1 

898.7 

254.3 

333.3 

-233.7 

-206.7 

-287 

1,033.0 

358.2 

344.7 

-248.9 

-216.5 

-34.2 

1,076.8 

385.6 

346.2 

-256.3 

-219.4 

-38.6 

1,090.4 

381.4 

347.3 

-257.2 

-217.0 

-41.9 

1,223.7 

488.2 

353.3 

-266.9 

-223.1 

-45.7 

1,183.6 

423.3 

360.4 

-274.6 

-227.8 

-48.8 

1,288.3 

497.5 

367.8 

-279.3 

-229.9 

-51.5 

1,409.0 

572.5 

381.1 

-286.7 

-233.8 

-54.5 

1,542.1 

650.5 

402.9 

-290.9 

-235.7 

-57.0 

1,534.2 

582.2 

427.6 

-298.0 

-239.0 

-60.9 

1,754.9 

725.1 

446.9 

-310.8 

-247.0 

-66.0 

1,983.2 

864.8 

486.5 

-323.6 

-255.5 

-70.5 

1,914.5 

628.9 

519.6 

-324.7 

-249.2 

-78.2 

1,984.7 

612.9 

544.8 

-344.9 

-260.7 

-87.3 

2,212.5 

699.0 

594.5 

-374.9 

-282.3 

-96.2 

2,469.5 

774.2 

671.8 

-390.0 

-298.9 

-95.1 

2,421.9 

574.9 

794.8 

-3906 

-305.2 

-90.6 

2,334.7 

364.7 

877.4 

-402.6 

-316.2 

-93.9 

2,717.9 

487.9 

961.5 

-482.4 

-392.9 

-99.0 

3,173.6 

690.3 

1,072.8 

-542.6 

-452.9 

-100.8 

3,278.5 

591.9 

1,204.0 

-584.2 

-507.7 

-88.1 

3,635.0 

600.2 

1,413.0 

-615.6 

-545.3 

-83.0 

4,200.6 

729.4 

1,656.1 

-629.9 

-566.5 

-77.3 

4,963.1 

979.5 

1,892.0 

-690.5 

-626.7 

-79.2 

5,245.2 

886.5 

2,057.8 

-775.3 

-702.8 

-89.3 

5,696.4 

962.0 

2,060.4 

-920.6 

-848.3 

-90.9 

6,283.0 

1,115.5 

2,109.7 

-1,101.0 

-1,041.7 

-79.3 

6,523.2 

1,057.1 

2,095.3 

-1,273.6 

- 1,223  9 

-72.6 

7,335.2 

1,402.7 

2,134.4 

-1,471.7 

-1,429.8 

-64.6 

8,077.9 

1,716.9 

2,199.3 

-1,706.7 

-1,663.7 

-66.7 

8,520.6 

1,735.5 

2,306.0 

-1,902.7 

-1,845.4 

-83.1 

9,171.5 

1,883.8 

2,423.3 

-2,091.6 

-2,037.8 

-83.2 

10,305.6 

2,263.1 

2,582.4 

-2,301.4 

-2,212.9 

-121.7 

10,284.1 

2,168.6 

2,529.1 

-2,528.9 

-2,405.9 

-160.1 

11,614.4 

3,060.6 

2,444.4 

-2,810.5 

-2,646.4 

-204.6 

12,321.7 

3,543.9 

2,411.5 

-3,190.3 

-2,998.0 

-239.4 

13,082.4 

4,060.2 

2,427.7 

-3,559.1 

-3,283.1 

-330.9 

'  Sum  of  private  net  worth  and  government  net  financial  assets. 

*  Referred  to  as  household  net  worth  in  the  Beboa  Sheets. 

*  HeM  by  households  and  nonprofit  organitations. 

*  Also  includes  nonprofit  organitatkms  real  estate  and  durable  equipment. 

*  Also  includes  credit  market  instruments,  life  insurance  and  pension  reserves,  security  credit,  and  miscellaneous  assets,  and  is  net  of 
liabilities. 

*  Includes  households  and  nonprofit  organizations’  direct  (or  through  mutual  funds)  holdings  of  corporate  equity.  Equity  held  through 
pension  and  life  insurance  reserves  is  not  included. 

r  Also  includes  government-sponsored  enterprises  and  the  Federal  Reserve.  Some  tangible  wealth  is  included  for  these  agencies. 

Note.— Data  are  from  Btbnce  Sheets  tu  the  US  [amoiy.  1945-93.  September  1994,  with  updates  for  recent  years  from  Fhm  of  Funds 
Accounts  Fhm  md  Outstendings  December  1994. 

Data  are  measured  at  market  value  where  available.  For  example,  corporate  equity  and  land  are  measured  at  market  value,  but  bonds 
are  measured  at  par  value. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-115. — National  wealth  in  1987  dollars.  1946-93 
[Billions  o<  1987  doilarsi 


Private  net  worth  * 

Government  net  financial  assets 

Total 

Tangible  wealth  *  | 

Financial  wealth  | 

End  of  year 

net 

worth  * 

Total 

Total « 

Owner- 

occupied 

real 

estate 

Con¬ 

sumer 

durables 

m 

Corpo¬ 

rate 

equity* 

Non¬ 

corpo¬ 

rate 

equity 

1 

Federal 

State 

and 

local 

1946 . 

3,209.6 

4,534.7 

1,318.0 

895.8 

318.6 

3,216.8 

614.4 

1,203.6 

-1,325.1 

-1,326.9 

-3.6 

1947 . 

3,211.3 

4,272.8 

1,336.9 

900.0 

333.8 

2,935.9 

513.8 

1,214.9 

-1,061.5 

-1,063.6 

-2.6 

1948 . 

3,347.0 

4,329.2 

1,458.9 

975.7 

377.7 

2,870.3 

490.1 

1,217.8 

-982.2 

-984.2 

-3.5 

1949 . 

3,560.8 

4,576.9 

1,625.6 

1,078.9 

435.2 

2,951.3 

543.2 

1,230.7 

-1,016.1 

-1,017.1 

-4.5 

1950 . 

3,879.6 

4,817.5 

1,768.2 

1,136.0 

512.8 

3,049.3 

625.6 

1,310.4 

-937.9 

-924.6 

-18.5 

1951 . 

4,316.4 

5,224.4 

1,967.6 

1,252.6 

584.0 

3,256.8 

725.8 

1,391.1 

-908.0 

-890.6 

-23.5 

1952 . 

4,362.6 

5,332.4 

2,078.5 

1,331.5 

611.9 

3,253.9 

714.2 

1,363.9 

-969.9 

-927.9 

-47.9 

1953 . 

4,456.4 

5,478.2 

2,210.5 

1,420.9 

650.0 

3,267.7 

683.2 

1,367.7 

-1,021.8 

-964.1 

-63.6 

1954 . 

4,809.4 

5,853.6 

2,296.4 

1,497.3 

656.7 

3,557.1 

978.1 

1,349.6 

-1,044.2 

-971.0 

-79.9 

1955 

5,088.0 

6,095.3 

2,394.4 

1,565.7 

675.1 

3,700.9 

1,152.4 

1,331.8 

-1,007.3 

-923.2 

-90.6 

1956 

5,313.7 

6,275.9 

2,502.9 

1,626.1 

713.3 

3,773.0 

1,197.5 

1,345.6 

-962.2 

-868.9 

-100.0 

1957 

5,281.7 

6,231.7 

2,578.5 

1,692.3 

716.3 

3,653.3 

1,033.7 

1,354.9 

-950.0 

-840.2 

-116.7 

1958 

5,724.1 

6,707.9 

2,624.9 

1,734.4 

719.4 

4,083.0 

1,415.8 

1,362.5 

-983.8 

-855.7 

-135.2 

1959 

5,867.2 

6,856.8 

2,699.2 

1,793.1 

729.7 

4,157.5 

1,488.8 

1,336.7 

-989.6 

-847.1 

-149.0 

1960 . 

5,989.3 

6,974.7 

2,796.9 

1,870.5 

742.1 

4,177.8 

1,461.3 

1,330.7 

-985  4 

-831.4 

-160.5 

1961 . 

6,458.6 

7,462.0 

2,861.7 

1,926.7 

739.8 

4,600.4 

1,835.3 

1,328.2 

-1,003.4 

-838.7 

-171.8 

1962 . 

6,286.0 

7,299.3 

2,931.7 

1,977.5 

746.5 

4,367.5 

1,562.0 

1,329.9 

-1,013.3 

-840.6 

-180.1 

1963 . 

6,698.2 

7,713.8 

3,029.1 

2,033.5 

773.8 

4,684.7 

1,809.1 

1,337.5 

-1,015.6 

-836.0 

-187.3 

1964 . 

7,107.5 

8,127.8 

3,113.5 

2,080.4 

796.1 

5,014.2 

2,037.4 

1,356.2 

-1,020.3 

-832.0 

-194.0 

1965 . 

7,510.0 

8,516.6 

3,180.6 

2,109.3 

817.0 

5,336.0 

2,250.9 

1,394.1 

-1,006.6 

-815.6 

-197.2 

1966 . 

7,426.7 

8,420.0 

3,306.0 

2,173.0 

861.7 

5,114.0 

1,940.7 

1,425.3 

-993.3 

-796.7 

-203.0 

1967 . 

8,075.8 

9,078.4 

3,417.4 

2,220.0 

913.5 

5,661.0 

2,339.0 

1,441.6 

-1,002.6 

-796.8 

-212.9 

1968 . 

8,716.6 

9,709.2 

3,625.8 

2,358.0 

963.8 

6,083.4 

2,652.8 

1,492.3 

-992.6 

-783.7 

-216.3 

1969 . 

8,374.9 

9,321.6 

3,739.9 

2,410.2 

1,002.0 

5,581.6 

1,833.5 

1,514.9 

-946.6 

-726.5 

-228.0 

1970 . 

8,320.5 

9,275.9 

3,778.1 

2,402.8 

1,031.6 

5,497.8 

1,697.8 

1,509.1 

-955.4 

-722.2 

-241.8 

1971 

8,725.5 

9,712.1 

3,889.7 

2,488.7 

1,036.1 

5,822.4 

1,839.5 

1,564.5 

-986.6 

-742.9 

-253.2 

1972 

9,391.5 

10,368.9 

4,179.7 

2,720.6 

1,064.4 

6,189.2 

1,940.4 

1,683.7 

-977.4 

-749  1 

-238.3 

1973 

9,114.2 

10,022.6 

4,390.2 

2,871.9 

1,094.2 

5,632.3 

1,337.0 

1,848.4 

-908.4 

-709.8 

-210.7 

1974 

8,623.5 

9,474.6 

4.538.7 

2,949.7 

1,150.5 

4,935.9 

771.0 

1,855.0 

-851.2 

-668.5 

-198.5 

1975 . 

9,089.6 

10,037.3 

4,697.6 

3,088.6 

1,170.3 

5,339.7 

958.5 

1,889.0 

-947.7 

-771.9 

-194.5 

1976 . 

9,842.2 

10,847.0 

4,970.0 

3,315.6 

1,208.9 

5,877.0 

1,278.3 

1,986.7 

-1,004.8 

-838.7 

-186.7 

1977 . 

10,004.5 

11,015.2 

5,343.1 

3,624.0 

1,255.2 

5,672.1 

1,024.0 

2,083.0 

-1,010.7 

-8784 

-152.4 

1978 . 

10,525.8 

11,504.5 

5,725.4 

3,939.9 

1,296.0 

5,779.0 

954.2 

2,246.4 

-978.7 

-866.9 

-132.0 

1979 

11  3?95 

12,250.4 

12,802.8 

6,109.2 

6,229.1 

4.235.7 

4.356.8 

1,351.5 

1,343.4 

6,141.2 

6,573.6 

1,066.4 

1,297.4 

2,421.2 

2,506.0 

920.9 

-828.2 

-113.0 

1980 . 

11,888.2 

-914.6 

-83C.1 

-104.9 

1981 . 

11.680.6 

12,627.2 

12,929.7 

6,222.8 

6,267.3 

4,362.1 

4,395.8 

1,326.3 

1,326.0 

6.404.4 

6.662.5 

1,082.4 

1,125.1 

2,512.6 

2,409.8 

-946.6 

-858.1 

-109.0 

1982 . 

11,853.0 

-1,076.7 

-992.2 

-106.3 

1983 . 

12,182.7 

13,418.4 

13,667.2 

6.366.8 

6.637.9 

4,471.3 

4,686.9 

1.339.8 

1.380.9 

7,051.6 

7,029.3 

1,252.0 

1,139.1 

2,367.8 

-1,235.7 

-1,169.1 

-89.0 

1984 . 

12,294.8 

2,257.9 

-1,372.4 

-1,318.9 

-78.2 

1985 . 

13,013.3 

14,549.5 

15,425.1 

15,906.3 

6,892.7 

7,215.9 

7,528.1 

4,854.0 

1,452.1 

1,552.3 

1,631.8 

7,656.8 

1,464.2 

2,228.0 

- 1,536.2 

-1,492.5 

-67.4 

1986 . 

13.690.7 

5,059.1 

5,279.2 

8.209.2 

8.378.2 

1,744.8 

21235.1 

-1,734.5 

-1,690.8 

-67.8 

1987 . 

14,035.4 

1,706.5 

2:267.5 

-1,870.9 

-1,814.6 

-81.7 

1988 . 

14.296.3 

15.083.8 

16.265.8 

17.160.8 

16,472.6 

17,504.5 

17.874.8 

7,629.8 

5,291.5 

1,702.8 

8,636.1 

1,773.8 

2,281.8 

-1,969.5 

-1,918.8 

-78.3 

1989 . 

7,859.7 

7,584.0 

5,468.0 

1,741.5 

9,301.1 

2,042.5 

2.330.7 

-2,077.1 

-1,997.2 

-109.8 

1990 . 

14,286.9 

5,199.6 

1,769.3 

8,888.6 

1.874.3 

2,185.9 

-2,185.7 

-2.079  4 

-138.4 

1991 . 

15,150.7 

7,777.2 

7,808.1 

5.430.5 

5.481.5 

1.791.4 

1.815.5 

9,727.3 

2,563.3 

2,047.2 

-2,353.9 

-2,216.4 

-171.4 

1992 . 

15,268.4 

10,066.7 

2,895.3 

1,970.2 

-2,606.5 

-2,449.3 

-195.6 

1993 . 

15,644.8 

18,501.2 

8,001.7 

5,615.7 

1,875.0 

10.499.5 

3,258.6 

1,948.4 

-2,856.4 

-2,634.9 

-265.6 

■  Sum  o(  private  net  worth  and  government  net  financial  assets. 

*  Referred  to  as  household  net  worth  in  the  Adam  Aaefs. 

*  HeM  by  households  and  nonprofit  organizations. 

*  Also  includes  nonprofit  organizations  real  estate  and  durable  equipment. 

*  Also  includes  aeoit  markm  Instruments,  life  insurance  and  pension  reserves,  security  credit,  and  miscellaneous  assets,  and  is  net  of 
liabilities. 

*  Includes  households  and  nonprofit  organizations'  direct  (or  through  mutual  funds)  holdings  of  corporate  equity.  Equity  held  through 
pension  and  life  insurance  reserves  is  not  included. 

’Also  includes  government-sponsored  enterprises  and  the  Federal  Reserve.  Some  tangible  wealth  is  included  for  these  agencies. 

Note  — See  Note,  Table  B-114.' 

Deflated  by  the  GOP  Implicit  price  deflator.  (The  deflator  was  averaged  for  fourth  quarter  of  year  shown  and  first  quarter  of  following 
year.) 

Sources:  Board  of  Governors  of  the  Federal  Reserve  System  and  Department  of  (^xnmerce.  Bureau  of  Economic  Analysis. 
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SUPPLEMENTARY  TABLES 


Table  B-116. — Historical  series  on  gross  domestic  product  and  selected  other  NIPA  series,  1929- J9 


Gfoss  domestic  product  (billions  of  dollars,  except  as  noted) 


Selected  other  NIOA  series 


Year 

GDP 

(cur¬ 

rent 

dol¬ 

lars) 

Constant  (1987)  dollars 

GDP 
implicit 
price 
deflator 
(1987  = 
100) 

Percent  change  from 
preceding  period 

Disposable 
personal 
income  (1987 
dollars) 

Saving 

as 

percent 

of 

dispos¬ 
able 
person¬ 
al 
in¬ 
come  * 

Popula¬ 
tion 
(thou¬ 
sands)  * 

GDP 

Personal 

con¬ 

sumption 

expendi¬ 

tures 

Gross 

private 

domes¬ 

tic 

invest¬ 

ment 

Net 

exports 

of 

goods 

and 

serv¬ 

ices 

Govern¬ 

ment 

pur¬ 

chases 

GDP  in 
1987 
dollars 

m 

Total 

(bil¬ 

lions 

of 

dol¬ 

lars) 

Per 

capita 

(dol¬ 

lars) 

1929 . 

103.1 

mu 

554.5 

152.8 

1.9 

112.6 

585.8 

4,807 

3.0 

121,878 

1930 . 

90.4 

lii 

520.0 

107.2 

-.3 

122.0 

Hm 

-124 

-8.9 

-32 

542.2 

4  402 

2.5 

123,188 

1931 . 

75.8 

501.0 

67.2 

-2.3 

125.5 

^BiYm 

-162 

-7.7 

-91 

519.7 

4  186 

2.1 

124,149 

1932 . 

58.0 

599.7 

456.6 

25.0 

-2.4 

120.5 

^HE¥] 

-23  5 

-13.3 

-11.8 

449.8 

3,600 

-3.1 

124,949 

1933 . 

55.6 

587.1 

447.4 

26.6 

-3.0 

116.1 

-4.1 

-2.1 

-2.1 

437.0 

3,477 

-3.9 

125,690 

1934 . 

65.1 

632.6 

461.1 

41.1 

-1.0 

131.4 

10.3 

17.1 

7.7 

8.4 

462.0 

3,652 

-1.1 

126,485 

1935 . 

72.3 

681.3 

487.6 

65.2 

-7.2 

135.7 

10.6 

11  1 

7.7 

2.9 

505.2 

3  967 

2.3 

127,362 

1936 . 

82.7 

777.9 

534.4 

89.9 

-5.1 

158.6 

10.6 

144 

14.2 

.0 

565.9 

4,415 

4.4 

128,181 

1937 . 

90.8 

811.4 

554.6 

106.4 

-1.9 

152.2 

11.2 

98 

4.3 

5.7 

585.5 

4,540 

4.0 

128,961 

1938 . 

84.9 

778.9 

542.2 

69.9 

4.2 

162.5 

10.9 

-6.5 

-4.0 

-27 

547.6 

4  213 

-.3 

129,969 

1939 . 

90.8 

840.7 

568.7 

93.4 

4.6 

174.0 

10.8 

7.0 

7.9 

-.9 

590.3 

4,505 

2.4 

131,028 

100.0 

906.0 

595.2 

121.8 

8.2 

180.7 

11.0 

■ON 

7.8 

1.9 

627.2 

4,747 

3.8 

132,122 

1941 . 

125.0 

1,070.6 

629.3 

149.4 

2.8 

289.1 

11.7 

250 

18.2 

6.4 

713.9 

5352 

10.7 

133,402 

1942 . 

158.5 

1,284.9 

628.7 

81.4 

-11.1 

586.0 

12.3 

268 

20.0 

51 

824.7 

6115 

23.1 

134,860 

1943 . 

192.4 

1,540.5 

647.3 

53.5 

-28.1 

867.7 

12.5 

213 

19.9 

16 

863.8 

6  317 

24.5 

136,739 

1944 . 

211.0 

1,670.0 

671.2 

59.8 

-29.0 

968.0 

12.6 

9.7 

8.4 

.8 

901.8 

6,516 

25.0 

138,397 

1945 . 

213.1 

1,602.6 

714.6 

82.6 

-23.9 

829.4 

13.3 

10 

-4.0 

5.6 

890.9 

6, .367 

19.2 

139,928 

1946 . 

211.9 

1,272.1 

779.1 

26.5 

271.0 

16.7 

-6 

-20.6 

25.6 

860.0 

6  083 

8.5 

141,389 

1947 . 

234.3 

1,252.8 

793.3 

41.9 

218.8 

18.7 

10.6 

-1.5 

12.0 

826.1 

57,32 

3.0 

144,126 

1948 . 

260.3 

1,300.0 

813.0 

16.6 

240.6 

20.0 

11.1 

3.8 

7.0 

872.9 

5,953 

5.8 

146,631 

1949 . 

259.3 

1,305.5 

831.4 

187.4 

17.3 

269.3 

19.9 

-.4 

.4 

-.5 

874.5 

5,862 

3.7 

149,188 

1950 . 

287.0 

1,418.5 

874.3 

256.4 

■E  ! 

284.5 

20.2 

107 

8.7 

15 

942.5 

6  214 

5.9 

151,684 

1951 . 

331.6 

1,558.4 

894.7 

255.6 

397.0 

21.3 

155 

9.9 

5.4 

978.2 

6,340 

7.3 

154,287 

1952 . 

349.7 

1,624.9 

9234 

231.6 

467.6 

21.5 

54 

4.3 

9 

1,009.7 

6433 

7.2 

156,954 

1953 . 

370.0 

1,685.5 

962.5 

240.3 

Vv. 

489.8 

22.0 

58 

3.7 

23 

1,053.5 

6603 

7.0 

159,565 

1954 . 

370.9 

1,673.8 

987.3 

234.1 

B  i 

454.7 

22.2 

.2 

-.7 

.9 

1,071.5 

6,598 

6.2 

162,391 

1955 . 

404.3 

1,768.3 

1,047.0 

284.8 

-5.2 

441.7 

22.9 

90 

5.6 

32 

1,130.8 

6  842 

5.7 

165,275 

1956 . 

426.2 

1,803.6 

1,078.7 

282.2 

-1.2 

444.0 

23.6 

5.4 

2.0 

3.1 

1,185.2 

7,046 

7.1 

168,221 

1957 . 

448.6 

1,838.2 

1,104.4 

266.9 

1.6 

465.3 

24.4 

52 

1.9 

3.4 

1,214.6 

7,091 

7.2 

171,274 

1958 . 

454.7 

1,829.1 

1,122.2 

245.7 

-14.9 

476.0 

24.9 

1.4 

-.5 

2.0 

1,236.0 

7  098 

7.4 

174,141 

1959 . 

494.2 

1,928.8 

1,178.9 

296.4 

-21.8 

475.3 

25.6 

8.7 

5.5 

2.8 

1,284.9 

7,256 

6.3 

177,073 

■  Percents  based  on  data  in  millions  of  doflars,  current  prices. 

*  Population  of  the  United  States  including  Armed  Forces  overseas;  does  not  include  data  for  Alaska  and  Hawaii. 

Note.— Data  for  19S9  are  shown  to  provide  continuity  with  data  for  later  years  as  shown  in  Tables  B-1  through  B-29. 
Source:  Department  of  (krmmerce,  Bureau  of  Economic  Analysis. 


406 


Table  B-117. — Selected  per  capita  product  and  income  series  in  current  and  1987  dollars,  1959-94 
[Quarterly  data  at  seasonally  adjusted  annual  rates,  except  as  noted] 


Year  or 
quarter 


1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 


Current  dollars 

Constant  (1987)  dollars  || 

Gross 

domes¬ 

tic 

prod¬ 

uct 

Person¬ 

al 

income 

Dispos¬ 

able 

person¬ 

al 

income 

Personal  consumption 
expenditures 

Gross 

domes¬ 

tic 

prod¬ 

uct 

Dispos¬ 

able 

person¬ 

al 

income 

Personal  consumption 
expenditures 

Total 

Dura¬ 

ble 

goods 

Non¬ 

durable 

goods 

Serv¬ 

ices 

Total 

Dura¬ 

ble 

goods 

Non¬ 

durable 

goods 

Serv¬ 

ices 

2,791 

2,209 

1,958 

1,796 

242 

838 

716 

10,892 

7,256 

6,658 

646 

2,928 

3,083 

2,840 

2264 

1,994 

1,839 

240 

847 

752 

10,903 

7,264 

6,698 

638 

2,915 

3,145 

2,894 

2,321 

2,048 

1,869 

228 

857 

784 

11,014 

7,382 

6,740 

2,926 

3218 

3,063 

2,430 

2,137 

1,953 

252 

878 

11,405 

7,583 

6,931 

2,964 

3,323 

3,186 

2,516 

2210 

2,030 

273 

895 

11,704 

7,718 

7,089 

2,977 

3,423 

3,376 

2,661 

2,369 

2,149 

296 

936 

917 

12,195 

8,140 

7,384 

733 

3,065 

3,586 

3,616 

2,845 

2,527 

2,287 

327 

987 

974 

12,712 

8,508 

7,703 

803 

3,173 

3,726 

3,915 

3,061 

2,699 

2,450 

348 

1,041 

13,307 

8,822 

8,005 

844 

3294 

3,867 

4,097 

3,253 

2,861 

2,562 

355 

1,091 

1,116 

13,510 

9,114 

8,163 

841 

3,316 

4,006 

4,430 

3,536 

3,077 

2,785 

KK] 

1,171 

1,211 

13,932 

9,399 

8,506 

919 

3,417 

4,169 

4,733 

3,816 

3274 

2,978 

425 

1,244 

1,308 

14,171 

8,737 

941 

3,469 

4,327 

4,928 

4,052 

3,521 

3,152 

416 

1,318 

1,418 

14,013 

9,875 

8,842 

896 

3,497 

4,449 

5,283 

4,302 

3,779 

3,372 

468 

1,364 

1  540 

14,232 

10,111 

9,022 

9/0 

3,494 

4,558 

5,750 

4,671 

4,042 

3,658 

528 

1,454 

1,676 

14,801 

10,414 

9,425 

1,073 

3,601 

4,751 

6,368 

5,184 

4,521 

4,002 

585 

1,814 

15,422 

11,013 

9,752 

1,164 

3,670 

4,917 

6,819 

5,637 

4,893 

4,337 

575 

1,780 

1,982 

15,185 

10,832 

9,602 

rag 

3,552 

4,988 

7,343 

6,053 

5,329 

4,745 

622 

1,926 

2,197 

14,917 

10,906 

9,711 

Rzj 

3,552 

5,110 

8,109 

6,632 

5,796 

5,241 

734 

EOS 

2,436 

15,502 

11,192 

10,121 

1,176 

3,674 

5271 

8,961 

7,269 

6,316 

5,772 

829 

2,226 

2,717 

16,039 

11,406 

10,425 

1,2/1 

3,722 

5,433 

10,029 

8,121 

7,042 

6,384 

909 

2,432 

3,043 

16,635 

11,851 

10,744 

1,316 

3,795 

5,633 

11,055 

9,032 

7,787 

7,035 

952 

2,725 

3,359 

16,867 

12,039 

10,876 

1,284 

3,833 

5,760 

11,892 

9,948 

8,576 

7,677 

9.33 

2,999 

3,745 

16,584 

12,005 

10,746 

1,154 

3,779 

5,814 

13,177 

11,021 

9,455 

8,375 

994 

3,236 

4,146 

16,710 

12,156 

10,770 

1,150 

3,774 

5,845 

13,564 

11,589 

9,989 

8,868 

1,018 

3,326 

4,523 

16,194 

12,146 

10,782 

1,131 

3,756 

5,895 

14,531 

12,216 

10,642 

9,634 

1,173 

3,490 

4,971 

16,672 

12,349 

11,179 

1,270 

3,842 

6,066 

15,978 

13,345 

11,673 

10,408 

1,345 

3,693 

5,370 

17,549 

13,029 

11,617 

1,432 

3,953 

6231 

16,933 

14,170 

12,339 

11,184 

1,480 

3,855 

5,849 

17,944 

13,258 

12,015 

1,552 

4,019 

6,444 

17,735 

14,917 

13,010 

11,843 

1,619 

3,956 

6,269 

18,299 

13,552 

12,336 

1,670 

4,118 

6,548 

18,694 

15,655 

13,545 

12,568 

1,662 

4,163 

6,742 

18,694 

13,545 

12,568 

1,662 

4,163 

6,742 

19,994 

16,630 

14,477 

13,448 

1,783 

4,381 

7,284 

19,252 

13,890 

12,903 

l,/49 

4223 

6,930 

21,224 

17,706 

15,307 

14.241 

1,857 

4.647 

7,737 

19.556 

14,005 

13,029 

1,781 

4,251 

6,997 

22,189 

18,699 

16,205 

15.048 

1,873 

4.918 

8.257 

19,593 

14,101 

13.093 

1,773 

4244 

7,077 

22,656 

19,234 

16,766 

15,444 

1,807 

4.978 

8.659 

19,263 

14,003 

12,899 

1,683 

4.146 

7,069 

23,564 

20,175 

17,636 

16,192 

1,928 

5,071 

9,193 

19,490 

14:279 

13,110 

1,772 

4,140 

7,199 

24,559 

20,810 

18,153 

16,951 

2,083 

5,185 

9683 

19,879 

14,341 

13,391 

1,89/ 

4,176 

7,318 

25,813 

21,847 

19,002 

17,728 

2,264 

10,124 

\m 

14,696 

13,711 

2,036 

4,250 

7,425 

Popula¬ 
tion 
(tlwu- 
sands) ' 


177,073 

180,760 

183,742 

186,590 

189,300 

191,927 

194,347 

196,599 

198,752 

200,745 

202,736 

205,089 

207,692 

209,924 

211,939 

213,898 

215,981 

218,086 

220,289 

222,629 

225,106 

227,715 

229,989 

232,201 

234,326 

236,393 

238,510 

240,691 

242,860 

245,093 

247,397 

249,951 

252,688 

255,484 

258290 

260,991 


■  Population  of  the  United  States  including  Armed  Forces  overseas;  includes  Alaska  and  Hawaii  beginning  1960.  Annual  data  are 


